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Because of abundant natural resources, this 
area served by Utah Power & Light Co., offers 
tremendous opportunity to industry. 

AREA RESOURCES BOOKLET on request 
P. O. Box 899, Dept. R, Salt Lake City 10, Utah 








RIO GRANDE VALLEY 
GAS COMPANY 


BROWNSVILLE, TEXAS 


DIVIDEND No. 26 


A cash dividend of five cents per share on 
the outstanding common stock of this corpor- 
ation has been declared payable August 10, 
1954, to stockholders of record at the close 
of business July 15, 1954. 

W. H. MEREDITH 


July 1, 1954 Treasurer 
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American-Siandar 


PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 per share 
on the Preferred Stock has been de- 
clared, payable September 1, 1954 to 
stockholders of record at the close of 
business on August 24, 1954. 

A dividend of 25 cents per share on 
the Common Stock has been declared, 
payable September 24, 1954 to stock- 
holders of record at the close of busi- 
ness on September 1, 1954. 

AMERICAN RADIATOR & STANDARD 
SANITARY CORPORATION 


JOHN E. KING 


Vice President and Treasure? 












COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at a 
meeting held July i3, 1954, 
declared a quarterly dividend 


of $1.06'4 per share on the 
$4.25 Cumulative Preferred 
Stock of the company, pay- 
able August 16, 1954, to 
stockholders of record August 
2, 1954. 


A. SCHNEIDER. 
Vice-Pres. and Treas. 
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from this new plant 


Gulf, the quality leader in petroleum products, now makes avail- 
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Economics ~ 


“DON’T YOU READ THE PAPERS?” .. . It is probably 
too late to do anything about the $3.5 billion foreign 
aid bill, which is on the verge of passage. Still, para- 
phrasing a famous democrat, it is worth while “look- 
ing at the record’’, to see whether we have received 
anything like a fair return on our “foreign invest- 
ment.” 

From July 1, 1945 to June 30, 1954,, we expended 
for foreign military and economic aid, the fantastic- 
ally huge sum of $59.3 billion. This does not include 
the trivial amounts repaid to this government. The 
new grants will bring this figure up to an incredible 
$62.8 billion 

These immense expenditures have certainly aided 
many foreign nations to strengthen their economies 
and to build the military strength of the free nations 
to a point where they might have some reasonable 
chance of defense against the expanding communist 
empire. To the extent that this has been accom- 
plished, we have undoubtedly aided ourselves. So far, 
so good. However, a closer look at the improving 
economy will show that we have long since passed 
the time when the chief burden of military and 
economic aid to the free world 
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tional product, we are spending for defense 13.2% 
against 10.6% for the United Kingdom, 10.4‘. for 
France and 4.5% for Italy. 

From these figures, it should be apparent that the 
United States is still spending a disproportionate 
amount of its income for defense as compared with 
its chief allies. Since their economic position has 
greatly improved, especially that of the United King- 
dom, it is difficult to see why our government pro- 
ceeds as if no changes had taken place. It is cer- 
tainly clearly entitled to ask our allies to take up 
their fair share of the load. Is there any valid rea- 
son why the American taxpayer should be doomed 
to assume without let that part of the burden which 
belongs to others? 

In connection with the above, the following recent 
colloquy in the Senate casts a great deal of light 
on the resentful feelings of many influential Amer- 
icans on the foreign aid problem. 

H. Struve Hensel, Ass’t Sec’y for Internation- 
al Affairs: “We have to help our allies.” 
Senator Chavez: “What about helping the 


U.S:A.2" . 
H. Struve Hensel: “Jt 





need fall forever on our shoul- 
ders. 

A few comparisons. will 
help throw light on this situa- 
tion. The United States gov- 
ernment is spending almost 
68° of its budget on defense 
but our chief ally, the United 
Kingdom, is spending only 
36% ; France, 36% and Italy, 
20°. In relation to gross na- 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” This 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


is absolutely essential to 
our security to build up 
the military strength of 
our allies.” 

Senator Chavez: “I’m 
concerned only with the 
security of the United 
States and that’s what I 
want you people to do 
something about.” 


Senator Young: ‘“J’m 
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very much concerned about the lack of apprecia- 
tion of most of our allies for what we have done 
for them.” 

H. Struve Hensel: “We have chosen our allies 
with assurance that they will not turn against 
us.” 

Senator Bridges: “Maybe you ought to read 
the papers.” 


ECONOMIC TRENDS—JANUARY TO JULY... In the 
April 3 issue, we published a highly condensed com- 
parison of economic trends over the preceding year. 
Because of the great interest in this form of con- 
densation, we have prepared another report, com- 
paring conditions from the beginning of 1954 to the 
present, which we are herewith submitting. 

(1) Industrial production index. May (last avail- 
able figure) computed at 125, the same as for Jan- 
uary. A slight rise may be anticipated when June 
figures are released. For July, a seasonal let-down 
will take place but August and September should see 
a pick-up. Last year’s production index peak was 137. 

(2) Consumers’ price index. Now at 115, com- 
paring with 115.2 in January. Comparative stability 
is noted in all components such as food, housing and 
services. No important changes looked for in near 
future. 

(3) Unemployed. Latest figure for June stands 
at about 3.3 million. Employed now over 62 million 
compared with 59.7 million in January. Seasonal in- 
fluences will raise unemployed number during sum- 
mer months but number likely to decline again in 
autumn. Total civilian employment likely to near 
record peak of 63.4 million touched last August. 

(4) Personal income. Now at the annual rate of 
$285.2 billion, compared with $283.7 billion last Jan- 
hauary and a peak of $287.5 billion last July. Has 
been holding relatively steady in recent months. 
Moderate increase looked for with any gain in em- 
ployment. Increase in social security payments, pen- 
sions, unemployment insurance etc. have been stab- 
ilizing factors and will continue so. 

(5) Construction contracts. At an all-time peak in 
June, $3.03 billion, compared with $2.9 billion in 
January. Remains the strongest spot in the economy. 
New state and municipal projects have increased 
total, along with higher private construction. Present 
year expected to reach largest totals in history by 
wide margin. 

(6) Sales, inventories and new orders. Figures 
beyond May are not available at this writing. How- 
ever, total inventories are down about $2.6 billion 
from the peak last September and nearly $1.3 billion 
down from last January. Manufacturing inventories 
are down about $2.2 billion from last September and 
sales are off about $2.3 billion. New orders for manu- 
facturers have been rising steadily since last Decem- 
ber but are off nearly $3 billion from the peak 
months of May and June last year. Retail inventories 
have kept steady but sales are commencing to show 
more vitality and are estimated at $14.3 billion for 
June compared with $13.6 billion in January and a 
peak of $14.4 billion last July. 

Among important industries, the following are the 
more significant barometers: 

(1) Steel. Operating rate in July and August will 
be below 70% due to vacation period. Expected to 
rise above 70% by end of summer. This compares 


with average of about 88% at the beginning of the f 


year and 95% a year ago. Bottom probably seen 
for this year. 

(2) Motor vehicle production. Factory sales of 
passenger cars for June were estimated at 497,000 
compared with 454,000 in January and 599,000 last 
July. Inventories still somewhat burdensome but im- 
proved. Better prospects for two major producers 
than expected but competition generally keen. 

(3) Petroleum production. Averaging about 6.4 
million barrels, compared with 6.2 million in Jan. 
uary and 6.4 million a year ago. Weakness in refined 
products threatens cutback of undetermined dimen- 
sions after heavy season expires at end of summer, 

(4) Freight car loadings. Averaging about 62,000 
cars weekly, compared with 670,000 a year ago. On 
average, car loadings are about 13% lower than a 
year ago. With a rebound in business activity, some 
increase is expected for freight hauling via rail and 
truck, Coal, iron and miscellaneous materials used 
in steel production show biggest declines in freight. 
Manufactures and miscellaneous goods holding up 
relatively well. 

(5) Electric power output. Slight decline shown 
with a recent weekly average of about 8.825 billion 
kilowatt hours against 8.896 billion in January. Still 
well above last year’s highest average. Should hold 
up well for balance of year. 

On the basis of the above figures, it is apparent 
that the year’s decline in business volume has flat- 
tened out with some indications that a period of 
greater stability is in sight. However, really marked 
improvement must await the autumn months when 
the real test will come. 


$90,000,000,000 .. . The President’s proposal for a 
$50 billion highway-building program over the next 
decade met with a rather surly response from the 
assembled governors at Bolton Landing, N. Y. At 
issue is—who is to have chief responsibility for build- 
ing new roads, the federal government, or the states? 

No one in his right mind wants the government 
to wield any more power than it already does but 
in this particular case it seems to us that Washing- 
ton has the better of the argument. If the governors, 
or at least many of them, had their way, financing 
of highways principally through gasoline taxes 
would go to the states and the states in turn, would 
handle highway construction. This may seem satis- 
factory from the standpoint of the individual state 
but the result most likely would be a hodge-podge 
of highways that would be far from satisfying the 
needs of the nation, as a whole. 

Over-all planning requires that the highway sys- 
tems of the nation be knit into an integrated whole. 
This obviously demands that the federal govern- 
ment remain in the picture as the central guiding 
agency. From the standpoint of military require- 
ments alone, it is vital that the new roads be planned 
in such a way as to provide, in an emergency, for 
quick passage of large bodies of troops and equip- 
ment and, it is conceivable that in an atomic attack 
large-scale evacuation of the civilian population 
from crowded areas would become imperative. 
Forty-eight states, acting separately, cannot possibly 
solve such a problem. 

(Please turn to page 552) 
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As 9 See Jt! 


By CHARLES BENEDICT 


OUR DANGEROUS GOVERNMENT DEBT AND THE COMMUNIST MENACE 


i great post-war period in the U. S. A. 
has posed grave economic problems, brought on by 
war-time excesses of one kind or another. The back- 
ground in each transition period, from war to peace, 
may vary greatly but the origin of the difficulties 
is always the same—an economy thrown out of bal- 
ance by extreme war-time productions demands and 
emergency policies. 

Each crisis results 
from a different 
cause because of the 
attempts to avoid 
past mistakes, But, 
the new and untried 
methods instituted 
usually create a new 
set of conditions 
that have to be met 
if we are to avoid 
devastating depres- 
sions. But the 
trouble is no one 
wants to give way— 
everyone wants to 
hold on to the gravy 
and privileges of a 
war economy. 

This time, how- 
ever, we not only 
have a readjustment 
to make, but the 
Russian threat to 
meet — calling for 
measures peculiar to 
our situation today. 

The collapse fol- 
lowing World War I 
had its roots in high 
level public indebt- 
edness, the collapse 
in the real estate 
boom and a highly 
speculative market 
due to the 10% shoe-string margin. 

Today, it is the government debt that is at a 
dangerous level. Industry is strong —real estate 
operators through government financing have passed 
on their indebtedness to the individual — securities 
are in the main held outright —the farmer has a 
nest-egg from government subsidies and supports. 

The great need, therefore, in this crisis in our 
affairs, if we are to win in our desperate struggle 
with Communism, is to deal with the national debt 
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TO MEET THIS MENACE, WE MUST FIRST GET 
OUR ECONOMIC HOUSE IN ORDER 





—to make the adjustments necessary that will cut 
taxes, rebuild the value of the dollar —and place 
additional funds in the hands of the people. 

That is what the Eisenhower Administration is 
apparently trying to do when it plans to get out of 
unprofitable enterprises that have long been run at 
a deficit — and which the citizens of this country 
continue to support 
with higher taxes, 
on top of the origi- 
nal cost, for which 
we were taxed 
plenty. 

By returning bus- 
iness to free enter- 
prise the govern- 
ment will acquire 
huge cash sums in 
billions of dollars 
that may forestall 
any increase in the 
debt limit. At the 
same time, it will 
eliminate taxes nec- 
essary for the oper- 
ation of these divi- 
sions, and, thirdly, 
it will collect taxes 
from the newly 
formed private com- 
panies taking over 
these enterprises 
and remove the bur- 
den from the backs 
of the taxpayers. 

It will further 
have the effect of 
cutting down gov- 
ernment expendi- 
tures by the elimina- 
tion of the personnel 
necessary to operate 
these government 
run enterprises — and, at the same time, stimulate 
business activity because the people will have more 
money to spend. 

That we must place our government debt on a 
sound basis is apparent to every thinking individual. 
This is no time for demands for a continuation of 
war-time subsidies and privileges for handouts to 
special interests. 

It is no longer merely a matter of economic re- 
adjustment and temporary (Please turn to page 552) 
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Sweet and Sour Market Situations 


Upward tendencies in stock prices were continued in active trading over the last fortnight. 
The performance is becoming more speculative. Some advanced Blue Chips are in in- 
creased supply. However, positive evidence of significant market vulnerability is not ap- 


parent. You should continue to emphasize selectivity. Hold reasonable reserves. 


By A. T. 


a general direction of the stock market 
remained upward over the fortnight since our last 
previous analysis was written—which is to say that 
more individual stock advanced than declined. The 
Dow industrial average got above the 341 level to 
the highest point in more than a generation, making 
a total advance of roughly 86 points from last Sep- 
tember’s low, or nearly 34%. The gain on the past 
fortnight was 2.30 points. However, the average 
was off 1.29 points last week, in reflection of profit 
taking in some of the highly exploited Blue-Chip 
favorites, following a net gain of 3.59 points in the 
week ended July 9. 

The Dow rail average made a strong showing in 
each of the two weeks under review, advancing 4.29 


MILLER 


points on the fortnight, thus outgaining the indus- 
trail average by the widest percentage in some time, 
This cannot be adequately accounted for by anything 
in the railroad news or the trend of rail earnings and 
dividends. It can be regarded simply as one aspect 
of increasing speculative tendencies within the 
market. They can be seen also in broadened demand 
for many secondary and lower-grade industrial 
stocks; and in trading activity, which recently set 
the largest daily figure in more than a year. 


Some Shift In Leadership 
With demand broadened and Blue Chips providing 


less of the leadership, even though a majority of 
them have continued to perform well, 





MEASURING MARKET SUPPORT 


THE MARKET IS A TUG-OF-WAR 


CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS 
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our weekly index of 300 stocks gained 
relatively more on the fortnight than 
the Dow Industrials. Money continues to 
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MEASURING INVESTMENT AND SPECULATIVE DEMAND 








210 — 
it is a sellers’ market. Yet for every 


buyer there is, of course, a seller. The 

sellers might prove wrong for weeks or 
150 months—but still make out better even- 
: tually than the buyers. Time will tell. 
P As charted on this page, the spread be- 
tween demand and supply has widened 
recently, which is a favorable indication 
as far as it goes; but it may be noted 
that the widest 1954 spread to date was 
recorded early in the spring. Despite 
tax liability, goodly numbers of holders 
are evidently content to salt away some 
profits and transfer risk to the buyers. 
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120 Total dividends continue to trend 


a small full-year gain, contrasting with 
a material, but not too great, shrinkage 
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in aggregate earnings. In 
these respects, there is 
nothing new to stimulate, 


YEARLY RANGE 
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or disturb, the market. 
Nor is there any important 
fresh stimulation in the 
money-rate outlook. 
Money remains easy, but 
seems unlikely to get 
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much, if any, easier. Any 
further rise in the bond 
market figures to be small, 
as compared with that 
heretofore seen since mid- 
1953. It appears improb- 
able that general business 
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activity will change more 
than modestly, for better 
or worse, any time soon. 
To a considerable ex- io 4 
tent, the market rise has 
begun to feed itself in re- 
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on representative indus- 
trial stocks has been pared 
from over 6% to around 
4.7%. The favorable mir 
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bond yields has narrowed 2 
substantially, with the 
stock-yield advantage cut 
from over 90% to around 
65%. 

Here are some individual examples of reductions 
in yield effected not since last September but even 
since the start of this year, based on recent prices 
and earlier 1954 lows, and on indicated or probable 
1954 dividends: Among more or less typical good 
income stocks, American Chicle less than 4.7% cur- 
rently, against about 6.2% at the stock’s earlier 1954 
low point. General Foods 4% against 5%. National 
Biscuit 4.7% against 5.5%. Beneficial Loan 4.7% 
against 6.2%. 

Here are some similar examples among prominent 
cyclical-type stocks: General Motors, current vield 
5% against maximum of 6.7% earlier this year. 
U.S. Steel 5.8% against 7.79%. International Har- 
vester 6% against 7.3%. Buyers of growth stocks 
have been looking further and further ahead. Ex- 
amples of shrinkage in yield within roughly the first 
half of this year include: Scott Paper from maxi- 
mum of 4.2% to 3% at recent best price; Dixie Cup 
from 5% to 3.4%; Eastman Kodak from 4.2% to 
3.2% ; Allied Chemical from 4.1% to 3.1%. 





Market Level Medium-High 


On the realistic basis of average price-earnings 
ratios, absolute yields and spread between stock and 
bond yields, the general market level remains well 
under the extremes reached at such major bull-market 
highs as those of 1946, 1937 and 1929. By the same 
token, it is far removed from such bargain-counter 
levels as the bear-market lows of 1932, or 1938 or 
1942 or 1947 or 1949 or the much higher intermediate 
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(technically a minor bear-market low) of last Sep- 
tember. From any point of view, it is at least a 
medium-high level, calling for increasing discrimina- 
tion in portfolio management; and for very careful 
“shopping around” in new buying. It should be kept 
in mind that the area between a medium-high mar- 
ket level and an extreme one is necessarily an area 
of increasing risk; and that what might be the ex- 
treme point in the present instance is unpredictable, 
depending as usual mostly on the intangible of con- 
fidence (which becomes over-confidence in due time) 
rather than on tangible. and statistically measurable 
factors. 

Only a few prominent, leader-type stocks were 
among the 20 most active issues last week. The great 
majority were secondary stocks ranging from 
medium-grade to highly speculative. Some of the 
long-favored high-flyers have been at least tem- 
porarily over-exploited. Examples of those which 
lost ground last week, with substantial markdowns 
from recent highs, are Minneapolis-Honeywell, 
Allied Chemical, Columbia Broadcasting, duPont, 
General Electric, Lily Tulip Cup, Minnesota Mining. 

The basis for important market decline, before a 
materially more extreme level of valuation is 
reached, is not foreseeable—but it never has been; 
for it is human to hope for the best and to rationalize 
almost any degree of advance until it indubitably 
blows up. We think it best to follow an adequately 
conservative middle road in general investment 
policy, as repeatedly suggested heretofore.—Monday, 
July 19. 
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How Europeans View 
Prospects for 


U. S. Securities Markets 











White European markets for American securi- 
ties no longer have such importance as before the 
war, indications are that Europeans are recently 
becoming much more active in U. S. stocks. Their 
views on the future prospects of our securities 
markets, accordingly, have practical value. 

The London market, of course, commands the 
greatest attention. British securities themselves have 
been in a major bull market which is illustrated by 
the accompanying table. Percentagewise, they have 
done as well, or better, than many American stocks. 
This has been the natural response to the sharp rise 
in British business activity and the great financial 
improvement which has taken place in the past 
year or so. 

Impressed by the fact that, against last year’s 
gloomy expectations, the American economy is now 
firm and shows signs of expansion, professional 
British investors have become highly optimistic on 
American shares. Some figures on British (and 
Scottish) investment trusts highlight this point. For 
example, where these institutions held practically 
no American shares at the end of the war, purchases 
have increased from about $50 million in 1949 to 
$250 million as of the present. It is especially notable 
that some trusts have increased their holdings of 
American common stocks to as much as 40° of their 
portfolios. 


A Change in Attitude 


These figures indicate striking confidence in 
American shares which is in distinct contrast to the 
pessimistic view generally held in London last year 
that our stock market was on the verge of a serious 
decline. Interest in American securities among indi- 
vidual British investors has also increased markedly 
in recent months. Apparently, they are not much 
concerned about the daily succession of new highs on 
the New York Stock Exchange and the risks this 
seems to connote. 

The marked increase in investment trusts in 
Europe, as in Britain, since the end of the war in 
1945 has also been a feature of foreign financial 
activities. The British, of course, have been leading 
but the significant increase in Swiss, Dutch, French 
and Belgian trusts is nearly as important. Most of 
these institutions, included among which are Swiss 
and Dutch banks, have placed their major invest- 
ments among the better grade American stocks. 


The Election Angle 


While Europeans, apart from the British, are ex- 
tremely impressed by the action of the stock market, 
it has not prevented some from expressing a more 
cautious attitude as our market scales new heights. 
These European circles admit they have nothing 
tangible to go on and feel that the market over here 
has developed real momentum which is not likely 
to be interrupted in the near future. They profess, 
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however, to be concerned by the possibilities of an 
election overturn in which the democrats _might 
recapture control OE ee This 
p itieal_ angle seems to . living moré attention 
no an in the United States. On a more fun- 
damental basis, however, they think that, barring 
the outbreak of a major war, the world is in for a 
period of profitable peace. 

We think these views are of sufficient interest to 
publish, particularly in view of the universal atten- 
tion now being paid to the American stock market. 
Whether they are right is another matter. 

In the meantime, it is worth pointing out that the 
changed attitude on the American securities markets 
which has been in evidence this year is as much the 
response to the marked recovery in the economic 
position of Europe as it is to the obvious fact that 
there is to be no deep recession, let alone depression, 
in the United States. Furthermore, European gold 
and dollar holdings have expanded substantially and 
trade is virtually booming in Britain, West Germany, 
Belgium, Luxembourg and, despite the political weak- 
ness of France, in that country as well. Only Italy, 
among the larger West European nations, has been 
relatively lagging behind. 


Professionals and the Market 


Under these circumstances, the traditional interest 
of European bankers, investors and businessmen in 
the American markets is bound to come to the fore. 
Some further impetus is imparted since the Euro- 
peans have been on a “starvation” diet so far as 
American stocks are concerned for a very long time; 
and they are pleased to be able to re-enter a field 
with which they are quite familiar. 

Buying activity is mainly centered in our ‘“‘blue 
chip” stocks, with especial interest in electronics, 
aircraft and certain chemicals, particularly those 
which have become active in atomic energy develop- 
ments. Naturally, institutional buyers have been pre- 
dominant in these selections. So far as private in- 
vestors are concerned, they are showing more of a 
tendency to engage in speculative, short-term activi- 
ties. This is an element to be watched as this type 
of buying has had a way of quickly changing into 
selling. It could make quite a difference in the case 
of stocks with “thin” markets as such liquidation 
could depress prices quickly. However, as yet there 
is no sign that such selling is likely to take place 
in the near future. In this respect, activities and 
attitudes of professional investors in Europe would 
seem to parallel those in the United States. 















































Some Striking Rises in the London Stock Market 

Prices as of Prices as of 

Jan. 1, 1954 Jul. 14, 1954 
Anglo-Amer. of So. A. 115s 151s/1 2d | 
Anglo-lranian 170s 256s/3d 
De Beers, Deferred ................. .. 67s 101s/10'2d 
Distillers : 17s/7'ad 23s 
Elect. & M. Indus. 11s/6d 17s/7\2d_— | 
Ford Ltd. 36s/3d 68s/4¥%2d | 
Handley Page ..... 9s/3d 12s/12d 
Hudson Bay 88s/6d 123s/3d 
Imperial Chemical 53s/7V2d 74s/72d 
Rhodesian-Anglo-Am. 47s 73s/3d 
Rhokana Corp. .... d 347s /6d 502s /6d 
Tanganyika Cone. Ltd. 0... 59S 94s/6d 
BUNUN TERE 552 cau keces kaa cchasetcboieees 58s/Id 83s / 12d 

conieentiiaie tials 
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Is There No Ceiling 
To Union Demands ? 


By THOMAS L. GODEY 


Tur settlement reached between the steel- 
workers and the major stee! companies at mid-year 
marked the beginning of the ninth round of general 
wage increases since the end of World War II. In 
terms of cents per hour, the 1954 increase is not 
nearly as impressive as most of its predecessors; it 
amounts to only about five cents in straight-time 
wage increase, and something more than five cents 
additional in fringe benefits. But in some other re- 
spects, the 1954 general advance in labor costs is 
unique among postwar increases. It has occurred at 
a time when most of the other great inflationary 
forces of the postwar years have largely, if not en- 
tirely, disappeared; at a time when the upward mo- 
mentum of prices has been thoroughly spent; at a 
time when operating rates in many major industries 
~—and most notably in steel itself—are depressed; 
and at a time when markets are more intensely com- 
petitive than in any year since 1940. 


Different Background for Wages 


The 1954 round of wage increases thus differs in 
a fundamental way from the increases of earlier 
postwar years. It is not occurring in a general in- 
flationary environment; it is not labor’s reaction, in 
self-defense, to inflationary influences coming from 
outside the labor movement. Labor’s own view of the 
middle 1950’s includes no forecast of rising prices— 


witness the clear tendency of unions to attempt to 
unhinge wage rates from escalator provisions that 
tie wages to the price level. Living costs are not 
perceptibly higher than they were in mid-1952, when 
the steelworkers won a large general increase; and 
corporate profits are generally lower than in mid- 
1952. 


Labor Shifts Argument 


The 1954 increase is thus not simply justifiable 
in terms either of “keeping up” with prices, or in 
terms of “sharing equitably” in increases in corpo- 
rate incomes. The demands of labor unions in 1954, 
stripped of these two justifications upon which labor 
so heavily in earlier wage disputes of the postwar 
years, thus hang heavily on a third argument; 
namely, that labor is entitled to share in economic 
gains resulting from increased productivity, and that 
this sharing is accomplished, effectively and equit- 
ably, through rises in wage rates. 

It should be obvious that this argument carries 
neither the conviction nor the emotional appeal of 
labor’s two other arguments. For the general public, 
it has been easy to claim, over the last ten years, 
that if prices rise, labor should be entitled to more 
money, to “meet the higher cost of living’. Since 
the general public is unhappily familiar with “the 
higher cost of living’’, labor is assured of a sympa- 




















What 9 Rounds of Steel Wage Increases 
Have Done to Steel Prices 





Average Payroll 


Costs Per Hour Prices* 





3.24c** 


1946 1st round $1.35 
1947 2nd round 1.51 3.25¢** 
1948 3rd round...... 1.62 3.73¢** 
1949 4th round 1.70 4.00c** 
1950 5th round 1.74 4.12c** 
1951 6th round 1.94 4.36c** 
1952 7th round (strike) 2.14 4.50c** 
1953 8th round 2.26 4.88c** 
4.98c** 


1954 9th round 2.35 





*—Cold rolled sheets. **—Cents per |b. 























thetic hearing. Similarly, labor has generated a good 
deal of sympathy when it has pleaded that it be al- 
lowed to share in the “immense and growing profits” 
of “soulless corporations”; the general public is 
made up of individuals, not corporations. 

But the argument based on productivity is a 
tangled economic morass, only thinly populated with 
statistics. Very briefly, productivity can be defined 
as output per man-hour of labor; it amounts to pro- 
duction, divided by the number of factory hours 
worked. Obviously, as business increases its invest- 
ment in modern, improved machinery, the hourly 
output of factory workers rises. The single most im- 
portant reason for an increase in productivity is thus 
increased investment in the business, by the owners 
of the business. Who deserves to gain from this in- 
crease, and in what measure? 

Should labor’s share of the gain be paid in the 
form of higher wages, or should it be paid in the 
form of lower prices? If wage rates remain the same, 
higher productivity means lower labor costs per unit 
of output, which would, under competitive condi- 
tions, work itself out in the form of lower prices for 
the goods the wage-earner buys with his pay check. 
If wages rise faster than productivity, then labor 
costs go up, and prices tend to go up too. 

Moreover, productivity is very difficult to measure, 
for a number of reasons which need not be detailed 
here, and the rate of increase in productivity is not 
the same in all industries by any means, A rise in 
steelworkers’ wages now sets the pattern for wage 
increases in a number of other industries where pro- 
ductivity may be rising more rapidly, less rapidly, 
or not at all. 

Because of these difficulties, labor has avoided the 
productivity argument, in favor of the “cost of liv- 
ing” and “corporate profits” arguments as long as 
it could. Even in today’s business atmosphere of 
stable prices and lower corporate earnings, it pre- 
fers its two time-honored emotional appeals to the 
complex productivity question. In reviewing the po- 
sition of labor today, and the consequences of the 
multiple rounds of wage increases of the past eight 
years, it is therefore essential to spell out how labor 
has actually fared since prewar years; how increases 
in wages have resulted in increased prices because 
they have exceeded the rate of gain in productivity ; 
and how wage earners themselves have suffered from 
the general inflation of the period. 


Wages, and the Prices Wage-Earners Pay 


The statistics on earnings of factory workers, and 


the statistics on the prices paid by factory workers 
for the necessities and normal “luxuries” of the 
average worker, make it clear enough that in the 
war and postwar years, labor has won its race with 
prices—and in fact won it by a substantial margin 
though not by any means, as will be shown, as wel] 
as surface figures would seem to indicate. 

Average hourly earnings in manufacturing are 
now about $1.80; in 1939, they were about $.63. 
For every dollar earned in an hour’s work in 1939, 
the wage-earner now receives about $2.80, an in- 
crease of 180%. As between individual industries, 
the increases have varied somewhat; since 1939, 
there has been a tendency for the lower-paying in- 
dustries, such as textiles, to increase their wage 
rates faster than in the durable industries, where 
hourly rates have always been relatively high. But 
virtually all factory workers have enjoyed an im- 
provement in pay ranging from 160% to 200%. 

This rate of increase in the basic wage rate has 
been roughly twice as rapid as the increase in the 
wage-earner’s living cost since 1939. Measured by 
the Consumer Price Index, retail prices of a typical 
“market basket” of goods and services have increased 
a little more than 90% since 1939. The prices of 
goods have increased over 100%, but the average 
prices of services—rents, medical and personal care, 
transportation, etc.—have advanced only 65%. (The 
relatively low rate of increase in the price of services 
reflects, in the mainn, the inflexible and prolonged 
controls over rental prices in the war and postwar 
years.) 

To make it more meaningful, this simple com- 
parison of hourly earnings and prices paid should 
be extended in two directions, to take account of (a) 
supplements to wage-earners’ income, in the form 
of “fringe benefits”, and (b) tax deductions from 
their incomes. 

Since prewar, labor has won, at the bargaining 
table and in the houses of Congress, supplementary 
income which now runs at a rate of about $12 
billion annually. How much of this bonanza flows 
to the unionized manufacturing worker is not known, 
but it is clear enough that the bulk of it lies in this 























Wage and Price Changes in Important Industries 
Average Hourly % Gain % Gain 
Wages in Wages | in Price of Product 
March, 1954 = 1939 to 3-54 | 1939 to 3-54 

DURABLES and OTHERS | 
Lumber & Wood $1.60 227% 269% 
Furniture & Fixtures 1.56 200 90 
OS Ee ee 2.14 152 105 
Smelting & Ref. (non-ferrous) 1.96 180 120 
Machinery (except electrical) 2.00 117 79 
Electrical Machinery ... 1.80 157 81 
ST eee ees eee whine 2.14 130 113 
Building Construction . 2.58 177 153* 
Bituminous Coal Mining .. 2.47 178 102 

NONDURABLES 
Bakery Products ... . 162 161 129 
Canning & Preserving 1.47 220 106 
re me 175 55 
Textile Mill Products... <<. or 198 105 
Chemical & Allied Products... 1.87 191 91 
Crude Petroleum & Nat.Gas. 2.26 160 118 
SR EIN ERT 1.73 193 112 
BIEIRE es ips cases teavsetives cite dense 1.38 160 81 
Tires & Rubber............ ae ae 1.93 ia7 43 

*—Building costs. 
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increasingly important sector. 
Classifying ‘’Fringe’’ Benefits 


Fringe benefits fall into two main groups: those 
relating to employee security, and those, such as 
pay for holidays, which are in effect a raise in pay 
per average hour worked. Among the security pro- 
visions won by labor are old age and survivors in- 
surance, state unemployment insurance, and work- 
mens’ compensation, to all of which employers 
contribute. In addition, employers are now contri- 
buting between $4 and $5 billion annually to private 
welfare and pension funds—about thirty times as 
much as they were paying in 1939. Most of the 
growth in pension and welfare funds since 1939 
has been for the benefit of the unionized hourly 
worker. Including payments into governmentally 
managed security funds such as the OASI and state 
unemployment funds, and the privately managed 
union funds, security payments by business now 
amount to about 5% of salaries and wages paid— 
or about $200 per year per full time employee. 

Impressive as this figure is, it represents only about 
one-fourth of the total cost to business of ‘“‘fringe 
benefits”. In 1939, only 46% of U.S. businnesses had 
paid vacations for hourly workers; in 1954, this 
practice, which alone adds 4% to the average hourly 
wage, was almost universal. Similarly, something 
like one in eight companies allowed pay for holidays 
to hourly workers in 1939; currently, over 97% of 
companies offer such pay. Extra payment for time 
worked (such as overtime pay, and shift premiums) 
are likewise widespread now, as are payments for 
medical care and some forms of recreation. 


Adding together the security-type fringe and those 
direct payments or subsidies which amount to added 
hourly earnings, the total fringe bill now evidently 
amounts to an additional 20% of the raw hourly 
earnings figure for manufacturing workers—some- 
thing more than $700 per year per full-time em- 
ployee, or about $.35 per average hour worked in 
manufacturing. It is probably that this represents a 
tenfold increase in the hourly cost of fringes since 
prewar years. Including fringes, the hourly pay of 
manufacturing workers has increased not 180%, but 
215%, or about two-and-one-half times as fast as 
retail prices. 

Against this apparent gain of labor should be set 
one of the inevitable concomitants of war and in- 
flation: an overwhelmingly large rise in the indi- 
vidual’s tax bill. Since 1939, the federal tax liability 
(including income and social security taxes) of in- 
dividuals has soared precipitously, from about $1.5 
billion to $33 billion. State and local taxes have risen 
from about $1.2 billion to about $4 billion. In 1939 
the basic federal income tax rate was 4% (base rate 
plus lowest surtax rate) ; it is now 20%. At the same 
time, the exemption for a married couple without 
children has fallen from $2500 to $1200. In 1939, 
the average factory worker was virtually exempted 
from the federal inncome tax; he now pays between 
5 cents and 10 cents to the federal government for 
every hour he works. 

Even giving effect to the enormous increase in 
the federal personal tax bill, it seems clear that the 
average employee has increased his real purchasing 
power since 1939. An approximate doubling of his 
gross income from 1939 to 1954 would have yielded 
him the same purchasing (Please turn to page 540) 
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By HENRY L. BLACKBURN — 
ie | he past fifteen years has been a period of capital to the depreciated dollar. In order that com- 
great inflation in the United States. This has been parisons be on a uniform basis, we have made all 
caused by a very long war and the drastic unsettle- necessary adjustments for stock splits and stock 
ment of the post-war period which encompassed a_ dividends. The 1939 figures are based on the 100-cent 
savage and expensive conflict in Korea and monu- dollar of the period and 1954 figures are based on the 
mental defense budgets. current 54-cent dollar. The comparison is valuable 
One might have assumed that the resultant infla- in that it states current data on prices, dividends, 
tion in the general price level which depreciated the working capital and book value in terms of the old 
value of the dollar by some 46 cents—it is now worth value of the dollar so that we can see at a glance om 
54 cents—would have had a proportionate effect on the real, rather than the apparent, changes that 
common stocks. The record would show, however, have taken place in the 15-year period. 
that this has not been the case generally. In other Some surprising facts emerge. For example, the 
words, while the market assuredly is much higher 1939 average market price of the 24 industrials in 
than in 1939 actually, in many ways, it is not as_ the table was $24.30, in dollars worth 100 cents. In 
high as it appears, in terms of the 1939 dollar. It today’s actual prices, this average is $66.60. But if 
may easily be that one of the chief reasons for the we adjust this figure to a 54-cent dollar basis, we 
great strength of stocks in the past few months is obtain an average price of only $38.00 for these 
belated recognition that the dollar has been perma-_ securities. In other words, while the industrials 
nently depreciated and that stock prices are now advanced some 175% in 15 years, in terms of depre- 
being recorded in terms of a new value for the dollar. ciated dollars, they advanced only a trifle over 50%, 
in terms of 100-cent dollars. 
Inflation and Stocks This has very great significance for the long-term 
investor. If, for example, this investor made his 
This is a field of investigation which has not been commitments in 1939 and he made the logical choices 
studied as closely as it has merited. In any event, at the time, in other words in the most favored 
the influence of inflation on stock prices is of para- stocks, his net appreciation in terms of 100-cent 
mount importance to investors. dollars would have been 50% and not 175%, which 
It is commonly stated that common stocks are a_ is the apparent but not the real gain. Individual 
“hedge” against inflation but sustantive proof of this stocks varied, of course, some advancing well above 
is lacking. In order to determine the relationship 100% in real terms but a surprising number failed RA 
between current stock prices and the decline in the to substantially keep pace. 
value of the dollar in the past fifteen years, we have 
made a special study of the record of thirty repre- Rails and Utilities 
sentative issues—industrials, rails and utilities. ul 
These have been so arranged as to offer a compre- Many of the rails, surprisingly, did better than the 
hensive cross-section of leading common stocks from industrials from the standpoint of a gain in 100-cent 
the standpoint of relating their esesntial values in dollars but this was because many of them in 1939 
market price, dividends, book value and working sold at abnormally low levels and their gain, per- = 
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centagewise, was bound to be magnified, under the 
conditions. It is doubtful, however, that inflation had 


It will be interesting for the reader to compare the 
first, fifth and sixth columns in the table. These 


40 much, if anything, to do with the rise in the rails. compare (1) market value, after adjustments, in 
cu The public utilities, naturally, suffered from infla- 1939 dollars (2) actual current price in depreciated 
on tion on a comparative basis. They were definitely dollars and (3) the equivalent in 1939 dollars of 
ee affected by the rise in the general price level since current market prices. It is striking to observe how 
22- they were unable, except comparatively recently, to few stocks in the industrial list have fully kept pace 








obtain rates from the regulatory bodies that would 
compensate for the increase in costs, It is not sur- 
prising, therefore, that long standing holders of pub- 
lic utility securities should have had a disappointing 
experience, in comparison with holders of industrials 
and rails. Purchasers in more recent years have had 
much better results. 

For the long-term investor, the element of price 
appreciation is especially important as this remains 
his chief insurance against the ravages of inflation. 
It is particularly important to this investor since 
he makes his purchases in full-value dollars which 
are returned to him in depreciated dollars, after a 
long period of inflation. For example, the investor 
who has placed $1,000 in 1939 100-cent dollars and 
receives only $1,500 in 1954 in 54-cent dollars has 
not kept pace with inflation, for the real worth of 
his investment in terms of the original dollars paid 
is only about $800. His stock would have to be worth 


with the depreciation of the dollar. Since stocks 
would now have to sell at about twice their 1939 
prices to accomplish this result, it is clear that the 
inflationary pull, in itself, has not been strong 
enough to lift the rank and file of these issues to a 
level sufficient to fully compensate for the loss caused 
by the depreciated dollar. 


Dividends and Book Values 


The results are somewhat more favorable on a 
comparison of dividends. Here, most companies can 
show a rise in dollar dividend payments, as measured 
by the original 100-cent dollar, to fully compensate 
for the difference between the 100-cent dollars of 
1939 and the 54-cent dollar of 1954. 

Inflationary effects are more in evidence when it 
comes to book values. Here, we see that total com- 
pany values, mainly plant and the equivalent, have 

































































at least $2,000 in current depreciated dollars for risen, as expressed in dollars, sufficiently to com- 
him to have kept just even. pensate for the cur- (Please turn to page 540) 
IN 
15-Year Inflation and Stock Prices 
ETE —aa Se ee eee 
com- Note: Adjusted for Stock-Splits and Stock Divi- Note: Expressed in 1939 dollars. (1954 dollar equals 
e all dends (1939 to 1954) but not other capital 54 cents in terms ef 1939 dollar.) 
stock L adjustments. _ eee a ——— 
-cent Current Book Working 
n the Actual Current Indicated Value Capital 
iable Book Working Current Price Dividend Per Share Per Share 
Market Div. Value Capital | Market Equivalent Equivalent Equivalent Equivalent 
nds, Price Per Per Per Price = In. 1939 In 1939 In 1939 In 1939 
> old Aug. 1, 1939 Share Share Share 6/30/1954 Dollars Dollars Dollars Dollars 
that INDUSTRIALS | 
Allied Chemical & Dye 42 $ 2.25 $ 19.07 $ 10.79 | 91 49 $ 1.94 $19.42 $10.91 
Aluminum Co. of America. 19 1.00 5.93 5.28 87 47 .86 19.27 4.77 
the American Can .... 24 1.00 10.29 5.16 | 47 25 75 13.58 6.73 
ls in Bethlehem Steel 20 50 37.75 19.54 59 37 3.10 53.20 22.63 
;. In Chrysler 40 2.50 17.88 10.88 65 35 3.24 35.37 11.90 
: if Douglas Aircraft 17 75 5.65 3.71 | 77 41 2.97 22.14 12.49 
ut 1 Dow Chemical 9 22 1.19 51 39 21 54 7.09 5.62 
, we Du Pont 39 1.75 10.51 3.56 134 72 2.16 16.15 6.32 
hese Eastman Kodak 24 85 9.80 5.14 59 32 1.08 12.82 5.76 
rials General Electric wana. Se 46 3.52 1.91 46 25 .86 6.19 2.31 
General Motors 23 1.75 10.01 4.96 71 38 2.16 16.25 7.63 
pre- Goodyear Tire & Rubber. 14 50 12.00 20.29 | 64 34 1.62 34.39 47.96 
0%, Gulf Oil a WA Al 13.83 3.98 54 29 1.08 26.76 9.36 
International Harvester 18 53 19.25 16.39 31 16 1.08 25.08 14.14 
erm Johns-Manville 25 91 12.36 6.09 75 40 2.29 25.73 4.45 
his Kennecott Copper 36 2.00 31.38 9.09 80 43 3.24 31.24 13.06 
k M to Chemical 34 1.00 6.88 2.81 | 90 48 1.35 21.57 11.10 
Ces National Biscuit . 26 1.60 13.48 5.60 40 21 1.08 11.16 . 435 
ored Procter & Gamble 40 1.50 12.38 7.45 87 47 1.75 18.95 6.75 
cent Standard Oil of N. J. 20 62 21.05 7.70 | 36 46 2.43 30.82 11.93 
hick Texas Company 18 1.00 17.22 5.34 | 46 35 1.84 27.49 9.52 
Union Carbide & Carbon... 27 63 9.47 3.82 86 46 1.35 12.19 5.65 
dual U.S. Steel... 17 38.85 16.54 | 48 26 1.62 38.94 6.99 
90ve Westinghouse Electric 26 .87 11.62 6.39 72 39 1.08 23.10 21.25 
iled RAILROADS | 
Atchison, Top. & Santa Fe. 14 129.41 11.25 | 11 60 3.78 113.68 9.74 
Sou.hern Pacific ..... 14 93.33 1.38 | | 43 23 1.62 68.58 5.94 
Southern Railway 8 80.71 3.43 | | 55 30 1.89 80.03 12.29 
UTILITIES | | 
the American Gas & Electric 15 ae 9.81 2.84 | 37 20 .88 11.00 25 
cent American Tel. & Tel. .. 167 9.00 53.93 1.83 165 89 4.86 76.67 3.80 
939 Consolidated Edison, N. Y. 32 2.00 39.51 2.99 | 43 23 1.30 22.47 72 
per- RE. a ROTNES EEA TEENS REVS 9 Sr AAR RSET seaman ee 
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Bank Stocks Under 
New Credit Policy 


By J. S. WILLIAMS 


, of midyear bank statements published this month helps 
to throw light on three questions that investors are asking frequently, 
First, what have been the developments since the beginning of this 
year—both in the condition of the banks themselves, and in outside 
influences such as the Federal Reserve action in lowering rediscount 
rates and reserve requirements to ease money rates further? Second, 
what of the outlook for the balance of this year; will the banks con- 
tinue to show favorable current operating earnings and security 
profits, plus the benefit from lower tax charges? Third, what are the 
investment prospects for the bank stocks; might some of the ultra- 
conservative dividend rates be liberalized? 

Market prices of leading bank stocks this year have remained 
unusually stable, in contrast to the extreme fluctuations of speculative 
favorites or even the swings of the general stock market. They have 
been moved surprisingly little by the numerous changes that have 
taken place in the banking situation, including the recent reduction 
of the historical discrimination in reserve requirements against the 
New York and Chicago banks. 

In the midyear bank statements themselves, the main feature is 
the substantial decrease in loans and discounts since the beginning 
of the year. For all of the weekly reporting member banks, this 
amounted to over $1.9 billion or 5%. Part of this decrease reflected 
the normal seasonal running off of loans in the Spring, but the extent 
of liquidation this year was far larger than would be expected on 
seasonal grounds alone. By contrast, in the first half of 1953, com- 
bined loans of these banks actually increased by $750 million or 2% 
as a result of business borrowing for financing plant expansion and 
inventory accumulation. 


First Half-Year Developments 


Thus, although the June 30, 1954 bank statistics show total out- 
standing loans only slightly lower than those of one year before, a 
comparison with the December 31, 1953 figures reveals the much 
greater than seasonal liquidation that has occurred so far this year. 

From now until the end of the year, the usual seasonal demand 
for commercial borrowing may be expected to increase, picking up 
during July and August as the time comes for harvesting and storing 
different crops, plus increased financing of industry and trade. In 
addition, real estate loans, which increased this year contrary to the 
downward trend of total loans, should continue to grow accompany- 
ing the sustained boom in residential and other types of construction. 

An important offset to the liquidation in bank loans this year was 
an increase in holdings of investments, thereby cutting the net re- 
duction in earning assets. U. S. Government issues were up about 
$900 million or 3%, while other securities were up $700 million or 
10%. 

Total bank deposits also showed a substantial increase over a 
year ago, but a slight decrease during the first half year. Most of 
this decrease took place in demand deposits and domestic bank de- 
posits were drawn down, while time deposits and U. S. Government 
deposits increased. 

The most important outside development affecting commercial 
banks was the Federal Reserve Bank policy of furthering their easy 


money policy. The purpose was to keep money unusually cheap as an | 
aid toward stemming the economic recession that started in July | 
53. It was applied with the cooperation of the Treasury, which in | 
its debt refunding program refrained from offering long-term bonds | 
in order not to compete with the demands for new money to finance | 
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business—plus the boom in housing, state highways, 
municipal schools, sanitary services, etc. 

Efforts by the Federal Reserve to make money 
easy took three main forms. First, by the traditional 
open market operations, they purchased government 
securities from time to time, with the effect of adding 
directly to the supply of commercial bank reserves. 
Second, they lowered the rediscount rate for loans 
to the member banks from 2% to 134%, effective 
February 5, That cancelled the rise that had been put 
into effect in January ’53—the fourth increase, in 
steps of 14.9% each, since ’46. 

The third, and probably most dynamic move, of 
the Federal Reserve was to announce in June a re- 
duction in the legal reserve requirements of the 
member banks, to go into effect gradually from 


‘June 16 to August 1. These reserves against demand 


deposits held by the so-called “central reserve city 
hanks” (New York and Chicago) are lowered from 
2% to 20%, for the “reserve city banks” from 19% 
to 18%, and for “country banks” from 13% to 12%. 
Against time deposits in all banks, the reserves are 
lowered from 6% to 5%. This action will release 
approximately $114 billion in bank reserves, which 
will support an increase in bank credit estimated 
variously in the ratio of 5-to-1 or 6-to-1, which would 
represent an expansion of $714 to 9 billion. 


An announcement of such importance to the banks 
generally because of the substantial addition to their 
earnings assets, and to the New York and Chicago 
banks particularly, because of the reduction of the 
differential between those and other reserve cities, 
might have been expected to cause wide repercus- 
sions. Actually, its effect on the markets was lim- 
ited—doubtless for the reason that the possibility of 
such action had been actively discussed for many 
months and already had been discounted. Prices of 
government bonds and bank stocks advanced only 
moderately in consequence. 


The above developments during the first half-year 
would appear to have set the stage for the second 
half as a period in banking that will be characterized 
by “easy money” and “large volume.” That applies 
to loans, to investments, and to other bank services. 


Second Half-Year Outlook 


Loan volume outstanding should continue to hold 
at a relatively high level. Commercial borrowing is 
now beginning its usual seasonal expansion, and will 
have the advantage of a general business trend that, 
following a recession of about three-quarters of a 
year, has now stabilized or turned upward. Nor is 
any slump indicated in important types of loans 
other than commercial—including those for purchas- 
ing or carrying bonds and stocks, real estate, and 
for instalment and other consumer credit. 

Interest rates on loans admittedly will tend to be 
held down by the Federal Reserve action in lowering 
reserve requirements and thereby enlarging the 
supply of loanable funds, although in that instance 
the return from a lower rate might be offset by the 
greater volume. Also, the Reserve Bank rediscount 
rate cut will act as a peg to hold down other short- 
term rates. 

Whether or not the “prime rate” on commercial 
loans, which last March was cut from 314,% to 3%, 
will again be cut is anybody’s guess. Even if it is cut, 
the significance should not be exaggerated. Most of 
the commercial bank loans do not carry the “prime 
rate”, but rates considerably higher due to various 
special circumstances. Moreover, a change in rate 
usually applies only to new loans and to a portion 
of the renewals of maturities not already covered by 
specific agreements; its effect, therefore, is slow in 
modifying the average yield on the overall loan total 
outstanding. 

Likewise, bank earnings on investments should 
continue to be well main- (Please turn te page 542) 
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| Statistical Data on Leading Bank Stocks 
| enabled — a ' 
Total Deposits Loans & Discounts U. S. Govt. Securities | Book Value Earnings per Share* Indicated 
6-30-54 12-31-53 6-30-54 12-31-53 6-30-54 12-31-53 per Share Ist Half Year Current Recent _ Dividend 
— —— -(Millions) — 12-31-53 1954 1953 Dividend Price Yield 
Amer. Trust, San Francisco... $1,195 $1,198 $ 560 $ 560 $ 390 $ 377 $34.19 $1.40 $2.76 $1.40 $ 37 3.8% 
Bank of Amer.,SanFrancisco 7,596 7,744 4,006 4,149 1,905 1,669 18.18 157 3.11 =1.60 = 364.4 
Bank of Manhattan, N.Y... 1,289 1,299 552 622 398 324 3446 141 2.70 170 37 46 
Bankers Trust,N.Y. «1,900 -s-'1,908 += 962,—s—‘é‘i28BSCCSH—SC—~*~«CS‘OS 58.92 2.21 417 220 52 42 
Chase National, N.Y. 5,174 —-5,062—-2,283' 2,394 =—1,268 = 927,s«51.67Ss2.08~S 4.132.000 47 
Chemical Bank, N. Y. 14748 =#«1,816 = 716774 489453 46.91 194 414 =200 47 42 
Cleveland Trust Co. 1,243 ‘1,278 507.501 453 465 217.35 1059 2172 600 208 29 
Continental Ill., Chicago. 2,397 2 «2,536 = 647,——‘«‘793'”~—~*é<‘z09B «2,116 92.41 3.30 7.64 400 93 43 
Corn Exchange, N. Y. 775. 2—=Oo775—*=i“‘tkGC8KGs—(tsti8HC( BSD27B) 52S 3.00 KAT 
First National of Bost 1,534 ‘1,536 689 = (48 49.77—s*1.98 430 240 SI 47 _ 
First National of Chicago 2,515 2,621 ~=—«'1,2031,192 795 817_—S 215.56 18.86 8.00 287 28 
Guaranty Trust, N. Y. 2,559 2,521 1,208 1,405 986 743 7818 327 444 350 67 52 
Hanover Bank, N. Y. 1,614 1,657 658 = 705593 572 108.31 274 731 400 88 45 _ 
Irving Trust, N. Y. 1,336 ‘1,324 608 608 3973732450) 85S 738i KSA 
Manufacturers Trust, N. Y. 2,741 2,699 862-918 ~S—i907,—'—i(asi83B—i7ZTa4SBT 800 
National Bank of Detroit 1,657 _1,700 348 358 819 801 41.27, 2.00 4.20 2.00 50 4.0 
National City, N. Y. 5455 5,538 2,202 2,369 1,603 1,540 5663! 2211 4171 2.201 54 41 
New York Trust, N. Y. 687 679 325 327 9224 215 12392 446 9.01 550 120 46 
Philadelphia National 912 804 312 315 261 182 97.51 838 5.00 106 47 
Security-Ist Nat., Los A... 1,888 1,875 504 540 ‘1,020 993 4132 255 427 +180 52 54 
*—Net operating or indicated earnings. 
1_Includes City Bank Farmers Trust Co. 
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IMPRESSION which seems prevalent among demo- 
cratic groups that organized labor is in the pocket 
of that party is erroneous, and the unions are find- 
ing it necessary to restate their position in messages 
to the multi-million membership which hears the 





WASHINGTON SEES: 


No congressional session has been free of 
time-wasting distractions and if the product of 
the one now grinding to a stop fails to meet ex- 
pectations, the by-ways of the legislative high- 
way can be blamed in large part. 

Probably the all-time waste was the unduly 
prolonged Pentagon vs. McCarthy thing which 
accomplished some minor benefits by ventilating 
smouldering issues but delayed work of com- 
mittees unwarrantedly and reflected on congress 
generally in its role of a deliberative body of 
businesslike dignity. And the end is not in sight. 

The Bricker Amendment halted the upper house, 
caused some cleavages among the republican 
members, and threatened solid support to White 
House programs. It was a proper piece of busi- 
ness and when it is considered that more than one- 
half the voting senators favored one version of 
it, the legislation without doubt deserved study. 
But it was evident from the start that it would 
not have the necessary two-thirds vote, and an 
earlier test might have been made. 

Now in the closing days, the fires were lit for 
argument on foreign policy, detracting from other 
business which requires attention before the gavel 
raps. It concerns a matter on which congress can- 
not initiate effective legislation, can at best ap- 
proach by indirection. Senator Knowland’s deci- 
sion not to make a legislative issue out o! his 
fight against admission of Red China to the 
United Nations eased the tension but the debate 
will go on. Meanwhile it has caused critical com- 
ment and some bad feelings among Allies of this 
country who prefer to see the question as legal, 
not moral. Very much against his will, President 
Eisenhower finds himself in the middle. 











LABOR AND POLITICS 


By “VERITAS” 


wht ig, 


political word from headquarters even if, as has been 
demonstrated on some notable occasions in the past, 
the advice is not heeded. Some democrats will be 
vigorously opposed and some republicans ardently 
aided, it is reminded; the test is one of voting rec- 
ord, promises of future action, not of party tag. 
Labor is first to admit that its resentment against a 
candidate often is registered in absenteeism and 
when there is little to choose from the duty of fran- 
chise is lightly regarded. 


ORGANIZED along the lines which appear on the 
charts of the “political action committees” of the 
large unions, the labor bloc could be built into a 
potent organization. It probably could be more pow- 
erful this year than in the past. The opportunity 
is present to weld a farmer-labor party in fact, des- 
pite the experience that it never had been possible to 
exert great influence under a formalized title. There’s 
still protest in the farm belt—and votes. But the 
farmers are poor political organizers. That’s where 
labor comes in strong. It’s labor’s brightest asset. 
These elements, plus labor’s money, shape up as 
formidable. But when the two grouns sit down to 
frame policy they invariably break up on the issue 
of farm prices and city living costs. 


HOUSING scandal investigation is moving in spurts, 
occasionally breaking into big headlines and then 
sloughing off to long and tedious recitals of building 
costs, mortgaging practices, and who obtained what 
from whom and why. The strong element of legality 
which runs through the program appears to cancel 
out most of the ‘‘windfall” disclosures—profits were 
unconscionable, but no written statute suffered in- 
fraction of its precise language, in most instances. 
A few heads have fallen and in spite of the threat 
to bring out “big names” the ones who’ll suffer are 
likely first to become known to the public when in- 
dictments are returned. Difficulty is that both parties 
are politically afraid to begin the business of nam- 
ing names, open the door, 


NO RAIDING PACT entered into by AFL and CIO is 
a good thing for both management and labor. Juris- 
dictional warfare has caused much business and in- 
dustrial disruption. 
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Because President Eisenhower submitted an hon- 
est budget, congress may be able to meet its July 31 
adjournment deadline. The congressional-White House 
annual game of cat-and-mouse was eliminated when Ike 
told the lawmakers what his agencies and departments 
think they need, described it as rock-bottom, and left it 
to Capitol Hill to find whether it was otherwise. The 
microscopic committee tests failed to find water in the 
estimates and the result was that agencies began the 
fiscal year with money in the bank. In most of the recent 
past years, the departments were required to play 
bookkeeping games amounting almost to kiting checks, 
to stay in businness. 





























It's somewhat remarkable that adjournment is 
within reach when it is recalled that congress went into 
its final month with a record of bill enactments trail- 
ing other years. And promptly declared itself a 10-day 
vacation. Actually, the main bodies had little business at hand. Some major legisla- 
‘tion was in the hands of senate-house conferees whoSe work must be completed before 
the train gets back on the tract. The legislative mill takes long to pick up speed but 
the final two months of a session turn out bountiful grist. Record of bill passage in 
this session reads like this: January, 3; February, 19; March, 23; April, 26; May, 

55; June, 120. The July cleanup might pass 200. 


























All of the appropriations bills were out of the way when the fiscal year 
ended June 30. Rarely has the final figure been as close to the budgetary estimate 
both in over-all and in its segments. Stated in terms of millions of dollars, here is 
vhat the President asked in his message, followed by the final compromise (in each 
instance, house and senate at first differed): treasury-post office, $3,339 
($3,333) ; state, justice, commerce, $1,314 ($1,202); army civil functions, $465 
($457) ; independent agencies, $5,930 ($5,652); interior, $422 ($406); agriculture, 
$699 ($724); defense, $29,887 ($28,800); legislative-judiciary, $87 ($98); labor, 
health-education-welfare, $1,965 ($1,975); District of Columbia, $20 ($20). 

















As the bills moved through channels it became obvious that the departmental 
lobbyists were attempting to set up the senate as a court of appeals from cuts imposed 
by the house in budgetary askings. Evidently it worked in most cases. In seven money 
bills, the senate voted more funds than the house approved; in two instances the amount 
remained the same; in one bill, the senate made further cuts. In every instance where 
the senate upped the amount, the conferees cut it down to an in-between figure which 
seemed mutually acceptable. 

















Because congress has moved rapidly on the whole and inclined sharply toward 
indorsement of White House ideas in the latter months of the session, does not mean 
that decks will be cleared when the gavel falls. Far from it. Some major planks in 
the Executive platform of last January have been sawed off: statehood for Hawaii 
(after the democratic-inspired tie-in of Alaska); rewrite of the Taft-Hartley Act 
bill referred back to committee on straightparty line vote, by the dem-crats) ; 
postponement of action on a broad foreign trade policy; continuation vr reciprocal 
trade agreements for one, not three, years. One of the surprising actions was the lack 
of any serious attempt to increase the salaries of congressmen and federal judges. 
The fact that this is an election year released the steam that was propelling the bill 
to enactment earlier in the year. Scanning the record, congressmen realized that 
lawmakers of other years had boosted the salary--for a successor to collect. 









































Friends of Vice President Nixon wonder whether his latest eminence as the 
advance force of the GOP political attack is likely to give him distinction, or extinc- 
tion. The youthful Californian, say some, is being dispatched on a lone wolf mission 

















ithat could backfire thunderously. And he'd be the major, if not lone, target. As of 
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today he might be regarded the front-runner to the party's top nomination in 1956. 
Assuming, of course, the expected withdrawal of General Eisenhower to his Gettysburg 
Pa., farm. Should the Nixon speeches vitriolically castigating the democrats become 











| President would go the way of all political liabilities--into discard. And if the 
democrats decide to make a principal issue of the challenge to their patriotism and 
governmental know-how, and fashion a victory out of it, fingers would point at Nixon, > 








The "new Nixon" merits dissection. He is following the line of hard-hitting, 
harsh-word, phrase-turning attack that has featured Senator Joseph R. McCarthy's 
"twenty years of treason" speeches; the text is lifted from the book of Governor 
Thomas E. Dewey who saw fit to drop it after early reactions. And it could be signifi- 
cant that while the White House is holding itself open to accept any benefits that 
might flow from the Nixon sorties, it is not shouldering the responsibilities. 





























In the past, President Eisenhower has been emphatic and quick to remind that > 
no one political party holds a monopoly on patriotism. That remark in itself is 
hardly a momentous utterance. But coming, as it did, at the time when McCarthy and 
Dewey were lashing democrats in the manner Nixon now is, it appears to set Ike's real 
attitude toward such goings-on in clear relief. But the performance this time is not 
strictly according to the President's own script: he isn't accepting the new speech 
series as his own policies, says the Vice President "usually" speaks Administration 
views, and isn't to be read out of the party for his present speech patterns. But Ike 
preferred to treat with silence the direct question whether "usually" means now. 






































Soviet Union has put into operation a nonmilitary atomic plant capable of producing fiv 
thousand kilowatts of electrical power for industrial and agricultural purposes, it i: 
not being given the "ho-hum" treatment in high Washington circles. In fact, anything 
dealing with nuclear matters has high priority as a conversational piece. Withdrawal 
of Dr. Oppenheimer's security clearance (likened by one congressman to taking from 
Dr. Einstein his elementary algebra reader) has caused deep concern. Approval and 
disapproval of the AEC action has clashed to create hot argument in an area in which 
the dissidents can't possibly have sufficient information for intelligent discus- 
Sion. The TVA-atomic power contract business has been handled in a manner which Seen: 
neither business-wise nor politics-wise. 



































First disposition of the atomic experts here is that the Soviet step is 
nothing to be surprised about, nothing to cause concern over whether the Reds are 
out-distancing the Western Powers in this area. They protest (almost too much) that a 
plant of the described size compares to the pilot plants the United States and Great 
Britain have had in operation for "Some time." But the message of assurance is more 
readily carried to the non-technical mind when it's pointed out that the Russian plant 
could produce only one-fourth the amount of energy generated to drive our already- 
launched submarine, the Nautilis. Or, for an example more readily grasped: the gov- 
ernment-private enterprise plant in the Pittsburgh area: 60,000 kilowatts. 



































Psychological effect upon small countries now friendly to the United States 
is the focus of interest. It would be difficult, perhaps harmful, to sell those coun- 
tries the idea that Russa's step is not a major one. To them it may conjure up 
visions of exportable nonmilitary nucleur power being created behind the Iron Curtain. 
That's of major, practical interest to power-starved nations. In AEC and elsewhere 
in the affected circles of executive agencies the news from Moscow comes as a warn- 
ing against relaxing vigilance. Putting first things first, Washington wants to 
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up in Russia propaganda messages to other nations, what effect has been noted. 














Congress having sweated over the problems of agriculture has decided to 
find out what it has been stewing about. Appropriated and about to be discarded 
is $16 million to finance a full census of agriculture. It will be taken in the Fall. 
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See Behind the Scenes 
AROUND 
THE WORLD 


By V. L. HOROTH 








Al USTRIA Becomes Self-Supporting: The re- 
markable economic comeback of Austria has re- 
ceived much less publicity than the recovery of 
Western Germany. Yet in many ways it has been 
even more noteworthy and interesting, because mone- 
tary reform and the subsequent revival of confidence 
in currency and saving have played an even greater 
part than in the case of Germany. 

Two years ago, Austria was still a conspicuously 
ailing state that somehow seemed to lack any basis 
for its economic existence. The economy was doing 
little more than stagger along despite the fact that 
in the United States alone had pumped some $1.1 
billion in grants and credits into its economy during 
the postwar period—a relatively enormous amount 
considering that Austria’s national income runs 
around $2.5 billion a year. Today, in contrast, the 
country is practically self-supporting. The gap in 
international payments has been closed and a num- 
ber of Austrian industries—machinery, special tools, 
paper, and others—have been successful in winning 
a bigger share of the world market. 

The Austrian currency, the schilling, has become 
one of the strongest in Western Europe and is near- 
ly convertible. Austria’s dollar balances have been 
built up from less than $60 million at the end of 
1951 to over $225 million last April, and there is a 
credit of over $60 million due to Austria on the 
books of the European Payments Union. 

The change in Austria’s.economic situation dates 
back to the winter of 1951-52, when, with the en- 
couragement and help of the American Mission in 
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Vienna, the Austrian Minister of Finance, Professor 
Reinhard Kamitz, gained approval for a program 
that embodied some of the lessons learned from the 
German currency reform of 1948. The “Kamitz Pro- 
gram” called for raising interest rates and for mak- 
ing the schilling a scarce currency. Government ex- 
penditures for public works were slashed by more 
than one-third, but at the same time taxes were 
drastically reduced—by as much as 60 per cent on 
lower incomes. Food subsidies were gradually re- 
moved and import restrictions relaxed. Finally, in 
the winter of 1953, the multiple exchange rate sys- 
tem was abolished and the schilling was devalued 
to a single rate of 26 schillings per dollar. This 
helped to stimulate exports and discourage imports. 
At the same time an arrangement was worked out 
with the Austrian labor unions by which the unions 
refrained from demanding wage increases in return 
for the drastic lowering of taxes. This helped to 
build up confidence in the currency, and encouraged 
saving. The change was all the more needed because 
the previous custom of the unions had been to ask 
for “anticipatory” wage increases, a practice that 
accelerated the inflationary processes and intensified 
the flight from the Austrian currency. 

The transformation of Austria from the welfare 
socialist economy of the early postwar years into a 
free market economy could hardly have proceeded 
so smoothly without previous outside assistance. 
During the first three years after the war, Austria 
merely existed, and the loans and grants given her 
went largely for food and the most necessary re- 








pairs. But after 1948 the massive American aid re- 
ceived began to be invested with excellent effect in 
the modernization and expansion of Austrian indus- 
tries—steel mills, electric engineering works, paper 
mills and others. These modernized industries have 
recently played an important part in Austria’s export 
drive. Another big chunk of Marshall Aid went into 
the building of hydro-electric plants and the mod- 
ernization of the coal mines, developments which 
have reduced Austria’s dependence upon imported 
fuels. 

The fuel situation would be even more favorable 
compared with the interwar years if Austria were 
allowed to make use of the output of her own petrol- 
eum fields. But the output of these fields, located 
in the Russian-controlled part of the country, is 
either shipped to the neighbouring satellites coun- 
tries or resold to Austria for foreign exchange. 

Austria’s recovery in the last few years has been 
helped by the post-Korean decline in prices. The 
price decline has made it easier to keep wages down. 
The comeback of Germany and the expansion of 
intra-European trade also have been helpful in cre- 
ating a market for Austrian products and in easing 
the re-orientation of the Austrian economy away 
from too much dependence on trade with the Russian 
satellites. Germany is now Austria’s largest mar- 
ket, taking about three times as much as the United 





many has been in the lead since 1952, supplanting 
the United States in first position. 





Progress Toward Economic Recovery in Greece 
The marked improvement that has taken place ig 
the Greek economic situation in the last two year 
must, like the improvement in Austria, be laid t@ 
resolute handling of inflation, relaxation of control 
and a general return to the free market economy# 
The Greek index of industrial production is now 
about twice as high as before the war. The cost of 
living stopped rising last spring, and, with th} 
hoarding of gold definitely losing its effectiveness 
the price of the gold sovereign has declined in term 
of drachmas. 

The situation has also been helped by the excel ( 
lent harvest last fall, which reduced Greece’s de 
pendence upon food imports. In fact, there wer 
small surpluses of several essential foods, such a 
rice, thanks to the draining of marshes, the exten! 
sion of irrigation, and very high crop yields whic! 
reflected in part better tools and increased use 0 
fertilizer. Marshall Plan Aid and the extension wor! 
done by U. S. agricultural experts are now paying 
dividends. 

As in Austria, the change in Greece dates bacif be 
to the fall of 1952. Up to that time Greece hai} St 
stuck proportional representation in government} V: 






































































































States, and as a source of Austria’s imports Ger- The various cabinets, (Please turn to page 544) : 
{ 
h 
. . : W 
Austria — Selected Econ. Indicators 4] 
Dollar Indust. Cost of Tade with U.S. Elect a 
Balances Output Living Exp. Imp. U.S. Exp. U.S.Imp. Power : 
(mil. $) — (‘48=100) — —(000,000 $}—— —(000,000 $)—— (Mil. kwh) WEP ft] 
1948 12 100 100 198 221 146 6 4,212 : 
1950 : ne 42 158 138 326 477 106 16 4,908 ad 
1951 ‘ ‘ : 57 179 180 451 657 107 26 5,676 : ; 
1952 ; pavkiseocebgebee tones 91 181 207 506 654 78 27 6,276 iP e 
1953 kispn cones aside wh nas baie uaba te koueecsac kee eeawoncesre . 191 184 209 538 546 60 35 6,828 if a 
1954 Apr. ate er i 199(a) 205 q 
3 v 
(a)—March, 1954. bo 
Nn 
Greece — Selected Econ. Indicators 

Dollar Indus. Cost of Trade with U.S. Drachmas 7 
Balances Prod. Living U.S. Exp. U.S.Imp. U.S. Exp. U.S. Imp. per C 
(mil. $) ('48=100) —(’50==100) —(000,000 $)— ——(000,000 $— Dollar d 
1948 Sealers Me 100 81 94 546 238 19 Tsk ; 
1950 ee ee) 151 100 91 422 91 17 15,020 | 
1951 sha nt ceveses 171 113 102 435 97 21 15,060 : 
1952 suatsubibpecscess) ae 171 118 120 346 65 20 15,060 0 
1953 ee 193 129 132 294 50 20 30,100 t 
EEL LLL ALE 227 148 ~ 2 30.1(a) i} @ 
= V 
(a)—Early this year one ‘‘new drachma was issued for every 1,000 “old” drachmas. n 
; il 
South Africa — Selected Econ. Indicators a 

Gold & Cost of Gold Other Trade with U.S. ; 
For. Exch. Living Output Mines Exp. Imp. U.S. Exp. U.S. Imp. St 
(Mil. $) (‘48=100) —(000,000 $}3—— —(000,000 $}—— (000,000 $) V 
n 
1948 ee, 100 418(a) 102(a) 524 1,412 492 135 t 
1950 : : .. 466 108 408 136 585 854 119 141 r 
1951 Facts ae 116 403 164 787 1,308 247 137 I 

1952 : ; coo: 126 414 181 767 1,167 215 105 
1953 ; : 292 130 418 176 806 1,184 207 93 a 
1954 May... bate aoe 314 131 445(b) i... 812(c) +1148 ; 
(a)—1946; (b)—Annual rate, based on the first five months; (c)—Estimated, annual rate. c 
S aaaeaemmalieataal NSD i 
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uring the past half year, investors have 
been confronted with the seeming paradox of rising 
stock market values and, to say the least, extreme 
variations in corporate earnings. Upon closer exami- 
nation, the paradox does not seem so much of a para- 
dox, after all, as the market advance, in the main, 
| has been confined to stocks of individual companies 
» with the most impressive showing in earnings and 
' those which give the greatest prospect of continu- 
ing this performance. 

Under current changing conditions in industry, 
the market has become more selective than ever as 
if those companies which show the greatest effect of 
ip rising competition and mixed general economic con- 

| ditions commence to reflect this trend in falling 
- earnings, in contrast to companies which have been 
' able to make a favorable showing notwithstanding. 
' It is, therefore, not surprising that in a situation 
which reflects the ebbing of the abnormal prosperity 
of the years 1950-53, investors should adopt a much 
more discriminating attitude towards securities. 

It goes without saying that investors must pay 
increasing attention to changes in the affairs of their 
companies, especially where they may signify that 
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1954. Midyear Re-appraisals 


of Values; Earnings and Dividend Forecasts 


* 


Prospects and Ratings for Food — Beverage — Sugar — Tobacco 
Part 2 


dustry are described in detail, together with an 
analysis of the basic factors influencing these trends. 
In addition, we present a tabulation containing the 
most important data required by the investor on 
each of the leading companies in each industry in 
order that he may conveniently acquaint himself 
with their background. These compilations are also 
useful to investors desiring to make comparisons 
between the various companies of the respective 
industries. 

Each company is briefly commented on, giving 
the highlights of their position and outlook. Follow- 
ing these comments is an investment rating of each 
security. The key to these ratings is as follows: 
A, High-Grade; B, Good; C, Fair and D, Poor. The 
ratings are based entirely on investment values 
according to the fundamental outlook for each com- 
pany and as reflected by its record over a period of 
years in varying business conditions. 

Current earnings trends are indicated by numer- 
als attached to the lettered investment rating. Thus, 
B! indicates stock of good quality with rising earn- 
ings trend; C? indicates stock of fair quality with 
lower earnings trend. In special cases, we have 
marked certain stocks with an (*) indicating a 
preference. 

We have made every effort to make this feature 

as practical as possible and trust 














Industries Covered in 


that our subscribers will derive 
the greatest benefit from the in- 
formation we have presented. To 
ensure this end we suggest that 

















Dollar }f dividend maintenance is less secure than formerly. 
By the same token, profitable opportunities for in- 
ea. come and appreciation may await investors who are 
15,020 fF closely in touch with the affairs 
15,060 patna 
15,060 |} 0f companies in a favorable posi- 
30,100 |} tion. Obviously, in a mixed situ- 
30.1(a) |} ation such as the present, in- 
- If vestors who obtain the maxi- 
mum information available are 
I the best position to protect 
and advance their interests. 
. In order to assist our sub- 
U.S. Imp scribers to take the fullest ad- 
$) vantage of our sources of infor- 
on mation and our interpretation of 
| these facts, we herewith inaugu- 
oo rate our traditional Mid-year 
10s ||} Dividend Forecast. This will 
93 appear in six successive issues 
.. fp and will cover in detail the ma- 
——— }} Jor industries listed in the ac- 
companying “box.” Current and 
——mas}| Prospective trends in each in- 
STREET) juiy 24, 1954 











Mid-Year Re-Appraisal 


— in six consecutive issues of 
The Magazine: 


Railroads — Merchandising — Tex- 
tiles — Food & Dairy — Sugar — 
Beverages — Tobacco — Equipments 
—Rail, Elect., Farm, Office Equipment 
— Machinery — Specialties — Air- 
craft — Airlines — Bus and Ship- 
ping — Oils — Steel — Chemical — 
Auto & Accessories — Rubber & Tires. 




















readers retain the table for 
future reference. 

Both comments and ratings 
are necessarily based on current 
conditions affecting the indi- 
vidual companies and as they 
are likely to develop in coming 
months. New and, possibly un- 
expected, developments on the 
specific companies will be cov- 
ered in future issues and it is 
advisable that subscribers keep 
closely in touch in order to 
acquaint themselves with any re- 
visions that might be required. 
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Varying karnings 





Prospect 





for Food Companies 


By H. F. 


on between the economic millstones of 
rising costs and consumer resistance to higher prices, 
some food processors face an uneasy earnings pros- 
pect. While this is a generalization which does not 
apply to all of the larger and stronger concerns in 
this broad industrial category, and some will not be 
affected at all, nevertheless the trend toward nar- 
rowing spreads is evident. Pressures on food dis- 
tributors are being exerted to some extent because 
it is politically popular to encourage the hope of 
more satisfactory margins for farmers while en- 
deavoring to guard against price increases on food 
in retail channels. 

Despite the handicap of rising wage costs and 
efforts to sustain high quotations on farm commodi- 
ties, processors generally are expected to show 
reasonably satisfactory earnings. Some will have the 
benefit of lower tax burdens, while others stand to 
gain from improved mechanization of operations. 
The steady rise in population and a higher-than- 
normal rates of family formations provide an encour- 
aging environment for concerns engaged in distri- 
bution of food. Persistent progress in research has 
resulted in development of new products as well as 
in distribution methods. Modern packaging, together 
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with improved refrigeration practices, has spurred 
distribution of dairy products in chain markets to 
such an extent that wider profit margins have been 
obtained by putting up products in smaller units. 


Price Stability An Important Asset 


“conomic conditions have been comparatively 
favorable and appear likely to continue much the 
same as in the last year. Processors encounter diffi- 
culties in periods of rapidly rising costs of raw ma- 
terials, especially in emergencies when national 
policy dictates the necessity of imposing retail price 
ceilings. Hence, price stability enabling food com- 
panies to put up packs with reasonable assurance 
of maintaining normal margins is more desirable 
than conditions contributing to temporary apprecia- 
tion of inventories. 

Government regulation, designed primarily to con- 
trol the movement of foods to markets and to pre- 
vent surplus production that would threaten de- 
moralization of prices, also is utilized to sustain quo- 
tations in important items and encourage farming 
activities. Controls have helped both growers and 
distributors by leveling out production peaks and 
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Statistics on Leading Food Processors 


— 











—Ist Quarter 
Net Profit Margin 
1953 1954 
% Yo 


Net Sales 
1953 1954 
(Millions) 


Net Per Share 


1953 


1954 1952 


Full Year 


Earned Per Share 


1953 


Dividend Per Share 
Indicated 
1954 


Price 
Range 


1953 1953-54 


Recent 
Prive 


Div. 
Yield 





AMER. BAKERIES 
W.C. (mil.) ‘52—$14.6 
W.C. (mil.) ‘53—$14.0 


n.a. . $ 


74° $ 


733 $ 2.63 


$ 2.66 


$ 2.00 


$ 2.00 2934-2658 





BEATRICE FOODS 
W.C. (mil.) ‘53—$23.1 
W.C. (mil.) ‘54—$26.8 


$ 60.7 $ 72.3 1.1% 2.1% 


65 





BEECHNUT PACKING 
W.C. (mil.) ‘52—$27.4 
W.C. (mil.) 53—$28.2 


53 





BEST FOODS ne. 
W.C. (mil.) ‘52—$23.9 


W.C. (mil.) ‘53—23.6 


65 


80 3.235 





BORDEN CO. 
W.C. (mil.) ‘52—$115.9 
W.C. (mil.) ‘53—$119.6 


. 


2.805 


47 


‘2.25 4712-34% — 


$29 


46 49 


6.9% 





1.60 337-27 


250 2.50 41%-30. 


2.80 2.80 6434-5212 





CALIFORNIA PACKG. 
W.C. (mil.) ‘52—$68.1 
W.C. (mil.) ‘53—$69.1 


2.94 





CLINTON FOODS 
W.C. (mil.) ‘52—$21.7 
W.C. (mil.) ‘53—$22.9 





1.947 





CONSOL. FOODS!? 145.619 172.819 1.319 7.61011 
W.C. (mil.) ‘52—$35.4 


W.C. (mil.) ‘53—$35.8 





1.167 





CONTINENTAL BKG. 46.2. 
W.C. (mil.) ‘52—$11.2 


w.c. (mil.) ‘53—$12.5 
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CORNPRODUCTSREF. 47.7 
W.C. (mil.) ‘52—$32.6 


W.c. (mil.) ‘53—$33.6 


CREAM OF WHEAT 
W.C. (mil.) ‘52—$4.4 
W.C. (mil.) ‘53—$4.4 


GENERAL BAKING 
W.C. (mil.) ‘52—$9.6 
W.C. (mil.)’53—$9.3 


GENERAL FOODS 
W.C. (mil.) ‘53—$174.6 
W.C. (mil.) ‘54—$177.6 


GENERAL MILLS 

W.C. (mil.) ‘52—$63.4 
W.C. (mil.) ‘53—$63.2 
HEINZ, H. J. 











n.d. 








HUNT FOODS 
W.C. (mil.) ‘52—$23.0 
W.C. (mil.) ‘53—$21.2 


LIB. McNEILL & LIB. 
W.C. (mil.) ‘53—$50.4 
W.C. (mil.) ‘54—$46.8 
NATIONAL BISCUIT 
W.C. (mil.) ‘52—$50.2 
W.C. (mil.) ‘53—$51.4 
NAT. DAIRY PROD. 
W.C. (mil.) ‘52—$169.7 
W.C. (mil.) ‘53—$180.3 


PENICK & FORD 
W.C. (mil.) ‘52—$ 9.7 
W.C. (mil.) ‘53—$10.3 


10.9 12.6 n.a. 





87.5 88.8 4.4 5.3 


299.5 2992 2.1 2.5 


n.a. 


W.C.—Working Capital. 
1_Plus 5% stock. 
2—16 weeks ended April 18, 1953. 

3—16 weeks ended April 24, 1954. 

4—Includes non-recurring income of 35¢ a share. 
°—Years ended June 30, 1952 & 1953. 

6—9 months ended March 31. 

7—6 months ended March 31. 

8_Year ended Sept. 30. 

9—Before special credit of $.55 per share. 


Fiscal Year ended March 31,1954 


1.7514 


1.6315 


Fiscal Year ended Feb. 27, 1954 


55 


97 


74 3.24 


1.23 


48 (1.88 


2.1811 3.94 
1.94) 
2.62 

1.69 
MOS 
1 


4.23 


1.01 2.89 


10_36 weeks ended March 6. 


1.508 


a 


. 3.47 


4.018 


1.3119 1.961011 57 1.889 


(3.96 


5.42 


4.68 


3.09 


1.18 


115 


2.61 


4.63 


2.94 


2.65 


75 


~ 1,00 


2.75 


1.50 


‘TIO 1.20 29%4-22%4 


1,00 1634-122 


1.60 1.60 25-18% 


3.60 3.60 78%4-67%% 


1.85 1.85 28 -25% 


1.00 1412- 9% 


2.80 7378-5078 


2.75 68 -52 


1.80 1.80 35 -31 


.601 60! 2012-1234 


95 95 1058- 87% 


2.00 2.00 42 -34 


3.00 3.00 75'2-565s 


2.00 2.00 39 -34 


11_Includes profit on sale of capital assets. 
12_12 weeks ended March 20. 

13__Formerly Consolidated Grocers. 

14_6 months ended Nov. 30, ‘53. 

15_6 months ended Oct. 28, ‘53; fiscal year ends April 30. 
16_Half year ended Nov. 30, ‘52. 
17_Half year ended Nov. 30, ‘53. 


(Please turn to page 521) | 


“1,50 285%-20% 


33 


37 


22 


76 


64 4.4 


28 5 


: = = 


73 


66 


33 


20 


41 


72 


38 


10.0 ‘I 


4.8 


6.8 





3.8 
4.2 
5.5 
3.11 | 
10.6 
49 
4.2 


5.3 
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valleys and by aiding price stability. Establishment 
of standard prices for fluid milk in large market 
areas has proved beneficial in regulating distribu- 
tion. Prices may have averaged slightly higher for 
the consumer, but disturbing conflicts such as inter- 
rupted shipments of milk to nearby markets a score 
of years ago have been averted. 

In surveying an industry of such broad scope and 
such diverse manufacturing processes, it must be 
evident that the only satisfactory method is to exam- 
ine the major components independently. As an 
example, let’s consider the dairy group which has 
experienced such a pronounced development from 
the days when fluid milk constituted the most import- 
ant segment of the business. Consistent research 
aimed at opening new markets for milk by-products 
and at providing improved packaging materials 
designed to attract consumers has contributed to the 
steady growth in consumption. The extraordinary 
increase in population in the last decade has been 
a major factor in sustaining the uptrend in use of 
milk and ice cream. 

Of all the types of food processing discussed here, 
dairy products are the most closely controlled by 
governmental agencies. Production and distribution 
of fluid milk are regulated by numerous local, state 
and federal authorities as well as private marketing 
associations. Health officials have set forth rules for 
preparation of milk products for more than a gene- 
ration. Marketing orders designed to maintain uni- 
form profit margins for dairies as well as for civilian 
distributors are co-ordinated among state and fed- 
eral agencies. Beneficial results have been evidenced 
by a minimum of disruption in deliveries to con- 
sumers. Margins have been obtained by distributors 
sufficient to encourage extension of operations. 

Progress in dairy foods may be attributed to 
attainment of a high degree of price stability, to 
maintenance of a high level of consumer purchas- 
ing power, to rapid population growth, to diversifi- 
cation and improved packaging of cheese and other 
by-products as well as to enlargement of major com- 
panies in the field through absorption of small inde- 
pendents. The dairy business is one of the most 
competitive of all, for it readily lends itself to 
operation by the individual dairy farmer. 


Consistent growth may be traced to the fact that f 


supplies have remained abundant and prices have 


increased much less than some foods. Milk produc- f 


tion has been rising at an unprecedented rate for 
more than a year, reflecting perhaps favorable 


weather conditions and improved dairying practices > 


taught in agricultural schools. Dairy herds have en- 
larged as meat prices declined, but gains in produc- 
tivity per head have accounted to the greatest extent 
for large yields. Indications point to record produc- 
tion this year exceeding the 1953 total of 121.2 bil- 
lion pounds. The high rate tends to restrain price 
advances and to encourage diversion of supplies into 
manufactured products. 


Price Support Reduction 


The Agriculture Department’s action in reducing f 


the price support price on dairy products April 1 
to 75 per cent of parity from the previous level of 
90 per cent had a stimulating effect on consumer 
demand for butter. Although the step was designed 
to retard accumulation of supplies in the hands of 
the Government, the price support reduction accele- 
rated the movement of supplies at the change-over 
period. The development may have necessitated 
absorbing inventory losses to some extent on the 
part of leading processors, but gains from a pickup 
in sales volume were anticipated. 

With the benefit of slightly greater sales and satis- 
factory profit margins, representative dairy proces- 
sors appear likely to experience better earnings this 
year. Several stand to benefit from relief from excess 
profits taxes. Substantial inventory reductions in 
anticipation of the decline in price supports placed 
most companies in exceptionally satisfactory finan- 
cial condition. 


New Type of Packaging 


Economic conditions have generally favored food 
processors. Rising national income in face of slightly 
lower industrial activity and a slight downtrend in 
most commodities have contributed to normal profit 
margins. Consumption of packaged foods has kept 
pace with rising population. Development of new 
types of packaging materials has stimulated distri- 
bution of foods and allied products 





PROJECTED FOOD CONSUMPTION 
RELATED TO PAST PRODUCTION 


through supermarkets. The continued 
advance in coffee prices has injected 
an element of uncertainty into opera- 
tions of several concerns which en- 
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coming months, it is believed. This 
7 situation, however, raises the ques- 
tion of possible downward revisions 
later when inventory losses may be 
sustained. 
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Earnings and dividend prospects 
have been enhanced for leading com- 
panies in the food processing cate- 
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gory, for large sales volume is ex- 
pected to lend itself to better income. 
Several companies in this category 
stand to benefit from lower tax rates, 
suggesting that better earnings in 
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Statistics on Leading Food Processors—( Continued ) 



































Ist Quarter Full Year 
Net Sales Net Profit Margin Dividend Per Share Price 
1953 1954 1953 1954 Net Per Share Earned Per Share Indicated Range Recent Div. 

——(Millions) i v4 1953 1954 1952 1953 1953 1954 1953-54 Price Yield 
PET MILK oooccccccns 428 446 5 8 23 57 439 «= 5.62—s«d«7S—iti«éid«TSSs«SS -3B%Q—s«iSD—s3. 
W.C. (mil.) ‘52—$16.8 
W.C. (mil.) ‘53—$18.1 
PILLSBURY MILLS * 168.216 164.617 na. 1.8416 2.4717 4.36 4.19 2.00 2.00 4412-32 44 45 
W.C. (mil.) ‘52— 
W.C. (mil.))‘53— 
STANDARD BRANDS. 105.2 110.9 2.6 3.0 81 .96 2.72 2.90 1.70 2.00 347%-25 33 6.0 
W.C. (mil.) ‘52-—$80.7 
W.C. (mil.) ‘53—$87.1 
STOKELY-VAN CAMP 56.416 54.817 nia. 931° = 1.67 2.03 90! 90! 1538-1058 13 6.91 
SUNSHINE BISCUITS n.a. 1.41 1.33 5.71 5.89 4.00 4.00 8012-66 7 «OS 


W.C. (mil.) ‘52—$27.2 
W.C. (mil.) ‘53—$24.8 


UNITED BISCUIT 29.2 29.6 3.7 1.6 1.06 
W.C. (mil.) ‘52—$18.1 
W.C. (mil.) ‘53—$14.7 





.40 4.19 3.96 2.00 2.00 40 -30% 3106.5 





WARD BAKING n.a. 4112 
W.C. (mil.) ‘52—$9.0 


W.C. (mil.) ‘53—$9.4 


2912 2.36 3.12 2.00 2.00 25 -187%s a 6.1 





W.C.—Working Capital. 
1_Plus 5% stock. 
2—16 weeks ended April 18, 1953. 
3—16 weeks ended April 24, 1954. 
4_Includes non-recurring income of 35¢ a share. 
5—Years ended June 30, 1952 & 1953. 
6—9 months ended March 31. 
7—6 months ended March 31. 
8—Year ended Sept. 30. 


9—Before special credit of $.55 per share. 
10-36 weeks ended March 6. 
11_Includes profit on sale of capital assets. 
12_12 weeks ended March 20. 
13_Formerly Consolidated Grocers. 
14__6 months ended Nov. 30, ‘53. 
15_6 months ended Oct. 28, ‘53; fiscal year ends April 30. 
16_Half year ended Nov. 30, ‘52. 
17_Half year ended Nov. 30, ‘53. 





American Bakeries Co.: Rising costs and competition from local inde- 
pendents combine to minimize benefits of Purity Bakeries merger. Slight 
decline in earnings threatens dividend. C2 


Beatrice Foods: Maintenance of high national income and rising popula- 
tion trend encourage consumption of dairy products. Satisfactory margin 
indicated for $2.25 dividend, including extra. A1* 


Beech-Nut Packing: Increased emphasis on baby foods expected to help 
sales growth, but promotional activities on gum and instant coffee may 
restrict profit margins. Dividend safe. Bl 


Best Foods: Steady growth in sales aided by aggressive advertising and 
development of new products. Earnings estimated to have edged higher, 
warranting $1 extra dividend payable soon. B 


Borden Co.: Increasing emphasis on dairy products and popularity of 
instant coffee help explain consistent sales gains. Earnings may exceed 
last year’s $4.71 a share. Dividend safe. Al* 


California Packing: Further expansion in markets indicated with benefit 
of promotional activities. Price stability should help sustain earning 
power. Dividend of $1.50 seems secure. Bl 


Clinton Foods: Fluctuations in orange prices pose problem in maintaining 
adequate margins on concentrate. Outlook for corn refining favorable. 
Regular $1.20 dividend seems secure. C1 


Consolidated Foods Corp.: Ranked as largest wholesale grocer in country, 
this company has been expanding by placing increased emphasis on 
canning and preparation of food products. C! 


Continental Baking: Rising distribution and raw materials costs tend to 
hold down profit margins. Competition from chain grocers growing. 
Earnings margin can still protect $1.60 dividend. C1 


Corn Products Refining: Relatively high consumer income promises to 
sustain demand for products. Earnings expected to approximate $5 a 
share, warranting small year-end extra. Bi 


Cream of Wheat: Despite some slight downtrend in demand for hot 
cereals, sales are expected to approximate 1953 totals and earnings 
may not vary much from year ago. Dividend safe. Bl 

General Baking: Rising costs virtually offset tax advantages, restricting 
profit margins. Third largest bread baker experiencing slightly lower 
profits. Lower dividend seems secure. D2 

General Foods: Increasing demand for instant coffee contributing to 
uptrend in sales and inventory profits. Hope of higher dividend inspires 
talk of a nearby stock split. Al* 


General Mills: Favorable trend in raw materials expected to help margins 


slightly. Earnings may have topped last year’s $4.68 a share. Higher 


dividend regarded as possible. Al* 


Heinz, H. J. Co.: Aggressive promotional activities and emphasis on new 
products in packaged foods contributing to earnings stability. Adequate 
margin for modest $1.80 dividend. B! 


Hunt Foods: Uptrend in sales holds promise of moderate earnings 
improvement, but rising distribution cost pose problem. Stock dividend 
again may supplement indicated 60c rate. Cl 


Libby, McNeill & Libby: Rising processing and distribution costs restrict 
margins and may hold earnings slightly lower this year, but maintenance 
of indicated 60c dividend seen. C2 


National Biscuit: Benefits of plant modernization beginning to widen profit 
margins slightly and modest earnings gain is anticipated. Boost in $2 
dividend deemed possible. Al* 


National Dairy Products: Steady progress in expanding cheese sales and 
in stressing wider profit items finding reflection in earnings improvement. 
Stock split regarded as a possibility. Al* 


Penick & Ford: Good sales results and lower taxes should help enlarge 
profits. Corn supplies expected to prove abundant to hold down costs. 
Earnings ample to protect $2 dividend. B! 


Pet Milk: Continued uptrend in earnings anticipated from growth in 
sales in populous Southeast. Company a candidate for merger. Earnings 
outlook holds hope for small extra dividend. B 


Pillsbury Mills: Continued emphasis on packaged foods distributed 
through groceries helps counteract narrowing margins on flour. Earnings 
estimated to have amply covered $2 rate. B! 


Standard Brands: Further earnings gains anticipated this year with benefit 
of coffee inventory appreciation. Dividend margin not too great. C! 


Stokley-Van Camp: Earnings estimated to have compared favorably with 
year ago, suggesting adequate margin for 60c dividend and possibility 
of small extra payment in stock this year. Cl 


Sunshine Biscuits: Rising population growth expected to sustain sales and 
hold earnings around 1953 level. Regular $4 dividend seems secure. 
Possibility of a stock split mentioned. Bl 
United Biscuit: Extraordinary costs involved in construction of large 
modern bakery retarding sales and profits, but benefits of economies 
looming ahead. Regular $2 rate safe. B2 


Ward Baking: Squeeze between rising costs and consumer resistance to 
price hikes may reduce earnings further, but adequate coverage for $1.80 
dividend seems indicated for this year. D2 





RATING: A — Best Grade; B — Good Grade; C — Fair; D — Poor. 


1— Sustained Earnings Trend. 2— Lower Earnings Trend. * — Most attractive of Group. 
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Tobacco Stocks 




































































Under a Cloud 


By WARE JOHNSON 


~ 

Mis all eyes to see, a heavy pall hangs over the 
tobacco industry. Ever since last autumn when pub- 
licity linking cigarettes and cancer burst on a 
startled investment world, the securities of the prin- 
cipal manufacturers have been in trouble. Several 
weeks ago, the anxiety of investors was deepened 
when the American Cancer Society issued a grim 
report confirming the suspicious attitude of some 
medical scientists toward the use of tobacco. This 
unwanted publicity culminated in large-scale selling 
of tobacco stocks bringing them down to the lowest 
level seen in the post-war period. A comparison of 
highs and lows in the post-war period for the leading 
tobaccos is revealing: 


1946-54 High Recent Price 


Am. Tobacco 10014, 56 
Ligg. & Myers 102 58 
Lorillard 3134, 2114, 
Phil. Morris 71 3 
Reynolds “B” 49 35 


The tobacco industry, especially the cigarette 
makers, have taken recent developments most seri- 
ously, as they were bound to do. Actually, their re- 
search departments have been occupied for years in 
trying to eradicate the more obviously harmful 
effects of smoking, to which their development of 
the increasingly popular “filter” type cigarette is 
witness. However, it is realized that a far more 
fundamental approach must be taken, now that the 
public has become so alarmed over the cancer poten- 
tial allegedly connected with smoking. As a result, the 


industry is prepared to supplement the research of 
medical analysts and spend very large sums, indeed, 
first to determine, if possible, the direct connection 
between the dread disease, cancer, and tobacco and, 
second, to eliminate the harmful ingredient in to- 
bacco, if it can be isolated. This, of course, is a long- 
range undertaking. In the meantime, until a valid 
solution can be found, it is more than likely that the 
securities will remain under a cloud. 

It is not only the tobacco manufacturing industry 
itself which is involved but a number of associated 


lines of business have also been caught up in thef 
present wave of doubt. For example, manufacturersf 


of cigarette holders are beset with problems of a 
nature they never expected. Manufacturers of “light- 


ers” are also in some doubt as to the future volume of} 


sales. The same is true of manufacturers of the 


various types of accessories that go with smoking.} 


There is no doubt, therefore, that a major problem 


has been posed for all interests connected with the} 
tobacco industry. On the other hand, pipe manu-} 
facturers may gain from the switching from cigar-} 


ettes to pipes. 

The health question probably did not have much 
of an effect on cigarette production and consumption 
in 1958. Unit production in 1953 was about 2% 
under the previous year. To a large extent this re 
flected three influences: (1) liquidation of excess 
inventory; (2) the increase in production and con- 
sumption of “king-sized” cigarettes. (The latter had 
the effect of slightly reducing the number of cigar- 
ettes sold, as the larger size of this cigarette enabled 
smokers to cut down on the number smoked) ; (3) 
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difficulties in the export trade which is inhibited by 
growing competition from abroad and highly re- 
strictive foreign excise taxes on the American 
product, 

For the final half of fiscal year ended June 30, 
1954 cigarette consumption declined about 414% 
according to the Department of Agriculture. Their 
estimate is for 380 billion cigarettes to be consumed 
for the current calendar year. This would represent 
a dip of about 4% from the previous year. Experts 
identified with the industry have not been willing 
to exclusively attribute this decline to the cancer 


reports but the coincidence of the two cannot be 
disregarded. In view of the enormous publicity 
given the reports, it can be assumed that a further 
rate of decline in consumption is indicated for the 
balance of the year. In that case, the Department’s 
estimate would prove too conservative. 

While the decline in cigarette consumption may 
reach as much as 5%, dollar sales probably will not be 
too much affected, owing to the increase in cigarette 
prices which took place about a year ago. Since the 
benefit of higher prices will affect the entire year’s 
total, comparisons with (Please turn to page 548) 













































































Position of Leading Tobacco Companies 
} Ist Quarter —————— Full Year ————_____ 
Net Sales Net Profit Margin Net Per Share Earned Per Share Dividend Per Share Price Recent Div. 
1953 1954 1953 1954 1953 1954 1952 1953 Indicated Range Price Yield 
——(Millions) So %o 1953 1954 1953-54 

AMERICAN SNUFF n.a. na.) on.a. n.a. $ .80 92 $ 3.05 $2.83 $2.40 $2.40 $404-36 $37 6.5% 
W.C. (mil.) ‘52—$13.6 
W.C. (mil.) ‘53—$13.6 
AMERICAN TOBACCO... $249.9 $247.3 2.8% 3.6% 94 1.26 4.79 5.90 4.00 440 7758-55 55 8.0 
W.C. (mil.) ‘52—$551.3 
W.C. (mil.) ‘53—$548.3 
BAYUK CIGARS me 6.9 1.2 1.6 11 14 .80 1.02 .60 60 1158-912 11 5.5 
W.C. (mil.) ‘52—$23.3 
W.C. (mil.) ‘53—$23.7 
CONSOL. CIGAR We 13.5 2.6 2.5 92 774 4.44 4.78 2.00 1.20 36 -18 23 5.2 
W.C. (mil.) ‘52—$25.2 
W.C. (mil.) ‘53—$25.9 
GENERAL CIGAR .. aa 69 3.1 2.4 29 17 2.07 2.45 1.20 1.20 21'2-1612 21 I | 
W.C. (mil.) ‘52—$29.1 
W.C. (mil.)’'53—$29.2 
FIBEME, Gs Wee ooo cscne:s 2.6 na. 13.8 n.a 51 52 1.90 1.61 1.80 1.60 26%-21'%8 22 7.2 
W.C. (mil.) ‘52—$14.3 
W.C. (mil.) ‘53—$13.9 
LIGGETT & MYERS 141.5 na. 3.4 n.a 1.13 1.26 5.0% 5.50 5.00 5.00 82 -5634 57 8.8 
W.C. (mil.) ‘52—$333.6 
W.C. {mil.) ‘53—$333.4 
LORILLARD (P.) . SY.9 56.4 2.5 3.5 44 63 2.01 2.28 1.60 ! 1.60 30%2-21% 22 7.2 
W.C. (mil.) ‘52—$ 81.4 
W.C. (mil.) ‘53—$111.3 
PHILIP MORRIS Fiscal Year ended March 31, 1954 3.90" 4.22- 3.00 3.00 55 -35'%8 36 8.3 
W.C. (mil.) ‘53—$135.0° 
W.C. (mil.) ‘54—$140.5 
REYNOLDS TOB. “’B” n.a. na. on.a. n.a. 70 91 2.90 3.12 2.00 1.60 49 -33% 34 47 
W.C. (mil.) ‘52—$416.0 
W.C. (mil.) ‘53—$420.7 
U. S. TOBACCO 7.8 7a 642 7.2 31 27 1.28 1.32 1.20 1.20 2138-16% 17 7.0 
W.C. (mil.) ‘52—$16.4 
W.C. (mil.) ‘53—$24.7 

W.C.—Working Capital. 3—Excluding Benson & Hedges. 

1_Includes 70c paid after year-end. 4—After allowing for Preferred Dividends. 
2—Pro Forma. n.a.—Not available. 
American Snuff: Earnings so far this year in uptrend, with profit margin enced in first quarter by higher selling prices for cigarettes. The regular 
widening moderately. Dividend coverage ample in view of strong finances. dividend of $4 secure but $1 year-end now in some doubt owing to effect 
; r 4 . : of cancer scare. Strong finances. 

American Tobacco: Higher prices, aided by lapse of EPT, have increased fod . . 
earnings in first quarter. Sales may be lower owing to cancer scare but Lorillard: Earnings position improved in 1953 and first quarter 1954 but 
dividend can be covered provided a greater drop in cigarette demand general uncertainties about prospects for industry affect sentiment toward 
than anticipated does not occur. Strong financial position this and other tobacco stocks. Good financial position favorable factor. 
Bayuk Cigar: Sales trend moderately reversed from increase in 1953. Phillip Morris: Company engaged in active competition in newer type 
Earnings coverage meagre with little prospect for reversal in near future. brands of cigarettes. Higher prices for product have enabled company to 

x : a 5 : increase earnings moderately. Good financial position and adeauate divi- 
Consol. Cigar: Although net income is higher, per share earnings are dend coverage but if sales of cigarettes generally decline, margin over 
lower owing to new preferred stock ahead of common. Though prospects dividends may be affected. 
for slightly lower earnings in 1954, dividends well covered. : 

‘ ? 2 Ai ro Reynolds: Similar conditions prevail for this leading cigarette manufac- 
General Cigar: Moderate increase in 1943 earnings not maintained in first turer as for the others: profit rise in 1953 and first quarter 1954. Divi- 
quarter this year. Company concentrating on reducing labor costs. Divi- dends well covered and should be maintained, especially in view of 
dend coverage now not too ample but strong financial position helps. impressive financial condition. 
Helme (G. W.): Dividend coverage in recent years not pronounced but U. S. Tobacco: Margin of earnings over dividends have been reduced in 
adequate in relation to strong finances. recent years. Pending radical improvement current dividend does not 
Liggett & Myers: As with Amer. Tobacco, earnings were favorably influ- appear too secure. 
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CHANGING OUTLOOK for SUGARS 


By J. C. CLIFFORD 


, = optimism that might have existed last 
summer as to an improved world sugar market has 
long since evaporated. It was in August of last year 
when delegates to the 44-nation International Sugar 
Conference, in unanimous agreement, subscribed to 
the statement that there was grave danger of a 
world sugar glut unless consumption could be in- 
creased. 

This situation is not one of sudden development. 
Except in times of major wars, the world supply of 
sugar has been far in excess of world consumption. 
For more than half a century, governments of sugar 
growing countries, alone and in cooperation with 
others, have been trying to hit upon a formula for 
balancing production with consumption, thus stabi- 
lizing the world sugar market and strengthening 
their national economies. Despite these efforts, the 
situation over the years, allowing for sugar scarci- 
ties during World Wars I and II, and scare buying 
at intervals, such as that immediately following the 
outbreak of war in Korea in 1950, hasn’t improved. 

There are several reasons, each by itself and in 
combination with the others, that provide the ex- 
planation. Although delegates to the ISC meeting 
in August, 1953, recognized a world sugar glut, there 
has not been any concerted action outside the U. S., 
so far as can be determined, on the part of the sugar 
growers to raise per capita sugar consumption in 
certain countries to anything like the high level 
attained in the United States, Canada, Holland, 
Australia and one or two other countries. In a few 
years’ time, it is possible that even these high sugar 
consuming nations will cut sugar purchases should 
the current “slenderizing” craze, with its accom- 
panying “watch your belt line” advertising by manu- 
facturers of soft drinks and other products, some of 
which are using synthetic sweeteners, continue and 
spread. 


524 


Instead of adopting good merchandising practices 
to foster greater sugar consumption throughout the 
world, the sugar growers are still relying on regu- 
lations establishing quotas, etc., for the prosperity 
of the world’s sugar industry. For instance, the ISC 
agreement arrived at last summer starts off with 
Article 1, setting forth: “The objectives of this agree- 
ment are to assure supplies of sugar to importing 
countries and markets for sugar to exporting coun- 
tries at equitable and stable prices; to increase the 
consumption of sugar throughout the world; and to 
maintain the purchasing power in world markets of 
countries or areas whose economies are largely de- 
pendent upon the production or export of sugar 
by providing adequate returns to producers and mak- 
ing it possible to maintain fair standards of labour 
conditions and wages.” 


Dependence on Quotas 


These are high sounding words. The plan is remi- 
niscent of the Sugar Stabilization Agreement of 
1933 which the then Secretary of Agriculture con- 
sidered unworkable on the grounds that it would 
tend to increase rather than remove the disparity in 
agriculture’s purchasing power. Discussions preced- 
ing adoption of the agreement were quite often heat- 
ed debates. While all those attending the sessions 
were in favor of higher sugar prices, it was recog- 
nized that the only way to do this would be to cut 
supplies. The trouble began when the talk got around 
to establishing area quotas. No one was willing to 
take a cut. 

Since then, there have been several Sugar Acts 
put through Congress, the most stable of these being 
the Sugar Act of 1948, with various amendments 
from time to time, the basic purpose of which is to 
maintain a healthy and competitive domestic sugar 
industry, and to promote our general export trade. 
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Net Sales Net Profit Margin Earned Per Share Dividend Per Share Price 
Fiscal Fiscal Fiscal Fiscal Indicated Range Recent Div. | 
1952 1953 1952 1953 1952 1953 1953 1954 1953-54 Price Yield 
(Millions) % 
CUBAN DOMINICAN PRODUCERS 
CENTRAL VIOLETA SUGAR...... $ 11.5 $ 7.1 7% Def. $ 2.83 Def.$ .98 $ 3.07 $ 1.00 17%2-10% $11 9.1% TT 
W.C. (mil.) ‘52—$3.4 
W.C. (mil.) ‘53—$3.8 ee ee ee ae Sa deal ee _. _ 
CUBAN AMER. SUGAR............ 75.21 65.61 4.4 1.4% 3.70 1.01 1.25 .60 17 -1i% 12 10.4 
W.C. (mil.) ‘52—$18.6 
W.C. (mil.) ‘53—$15.1 yee = aS — : 
CUBAN ATLANTIC SUGAR 94.8! 67.41 4.4 Def. 2.07 Def. .48 5712 12%4- 62 9 
W.C. (mil.) ‘52—$23.4 ’ ! 
W.C. (mil.) ‘53—$22.4 a Nate salle oe : - reer a0 ee ae 
FRANCISCO SUGAR . 18.2° 11.02 (4.1 Def. 2.10 Def. 1.07 1.25 13%2- 6% 8 
W.C. (mil.) ‘52—$1.3 
| W.C. (mil.) ‘53—$1.0 as Pw 
GUANTANAMO SUGAR 5.5! 5.2! Def. Def. Def..21 Def. .33 B'e- 4% 5 
W.C. (mil.) ’52—$3.0 
W.C. (mil.) ‘53—$2.9 ; ah ; 
MANATI SUGAR 16.1% 10.4% 3.8 Def. 1.37 Def. 1.31 .60 8¥e- 312 4 
W.C. (mil.) ‘52—$4.0 
W.C. (mil.) ‘53—$3.0 —_ 
VERTIENTES CAMAGUEY 27.8! 18.41 7.4 a2 1.41 34 1.39 .60 10%- 5% 7 8.6 
W.C. (mil.) ‘52—$4.9 
W.C. (mil.) ‘53—$5.5 fo s = 
WEST INDIES SUGAR 45.6! 34.81 12.3 3.7 5.44 1.24 1.75 1.00 2934-178 19 5.3 
W.C. (mil.) ‘52—$30.6 
W.C. (mil.) ‘53—$29.1 
PUERTO RICAN PRODUCERS 
CENTRAL AGUIRRE SUGAR 16.14 14.9% 12.0 10.8 1.93 1.62 1.60 1.60 21%4-1938 20 8.0 
W.C. (mil.) ‘52—$8.1 
W.C. (mil.) ‘53—$7.8 
FAJARDO SUGAR 17.84 14.44 5.9 1.5 2.89 .61 2.50 1.50 2234-1334 15 10.0 } 
W.C. (mil.) ‘52—$5.7 , 
W.C. (mil.) ‘53—$4.4 ease 
SOUTH P. R. SUGAR 37.1! 28.11 16.9 9.6 7.83 3.07 4.00 2.00 534-2958 33 6.1 
W.C. (mil.) ‘52—$16.2 
W.C. (mil.) ‘53—$16.5 
BEET SUGAR PRODUCERS 
AMERICAN CRYSTAL SUGAR 36.4° 39.7° 5.0 3.5 4.30 3.16 1.50 1.50 28 -21 27 5.5 
W.C. (mil.) ‘53—$17.8 
W.C. (mil.) ‘54—$18.1 
GT. WESTERN SUGAR 75.36 80.06 5.7 a5 1.79 1.87 1.45 1.45 20'%-17"8 19 7.6 
W.C. (mil.) ‘53—$36.9 
W.C. (mil.) ‘54—$37.1 
| HOLLY SUGAR 46.6° 46.35 2.5 3.8 1.82 3.09 1.00 1.00 18 -14 16 6.2 
W.C. (mil.) ‘53—$11.7 
| W.C. (mil.) ‘54—$11.8 
| REFINERS 
| AM. SUGAR REFINING 292.47 306.8¢ 2.7 2.1 10.43 7.64 4.00 4.00 5812-49 57 7.0 
W.C. (mil.) ‘52—$33.8 
W.C. (mil.) ‘53—$36.8 
NAT. SUGAR REFINING 147.97 150.5* 1.2 1.1 3.07 2.70 2.50 2.50 301-2512 28 8.9 
W.C. (mil.) ‘52—$13.8 
W.C. (mil.) ‘53—$13.8 
"CUBAN DOMINICAN PRODUCERS a share. Such a showing would provide ample coverage for 40 cents 
Central Violeta Sugar: Moderate-sized Cuban producer May repeat last quarterly dividend. Ct : ’ 
year's deficit. Another dividend this year in doubt. D2 Fajardo Sugar: Last year’s net of 61 cents a share might be duplicated 
Cuban-American Sugar: Important Cuban producer. Current year’s net in current fiscal year. Some uncertainty as to oresent quarterly divi- 
may match 1952-53’s $1.01 a share. Might deem it expedient to again dend rate. Cl ; ° ; 
cut dividend. C2 South Puerto Rico: Comparatively favorable Puerto Rican operations 
Cuban-Atlantic Sugar: Near-term outlook for this, the largest Cuban sugar offset somewhat by Dominican situation. Current fiscal year dividend 
grower not encouraging under present conditions. No immediate divi- needs should be covered. C! 
ce tee No indication of any improvement over 1952-53 net los sy Pisin 
of $1. : Ar Le ie 9 2 : * wi American Crystal Sugar: Despite expected keener competition outlook 
Gountencees Sager: World ae ae came against this smaller eo ag laa Current modest dividend should be covered by 
sag ga Likely to show another deficit this year. Has no dividend Great Western Sugar: Net for current fiscal year should make favorable 
Manati Sugar: Unimpressive outlook for this medium-sized Cuban grower. Holly Succ hy last Lat id —— a share. iy sag — < 
No immediate dividend prospects. D2 on y a a gy hier pot ast ee may - - Jy 1954-55. 
Vertienties-Camaguey: Appears to be no basis for expecting any SSE RGE I Ree ome: Stee Cre Newnes 
improvements over last year’s net of 34 cents a share. Dividend this year REFINERS 
in doubt. D2 a Am. Sugar Refining: Net for current calendar year should come close to 
West Indies Sugar: Cuban and Dominican operations in current fiscal year matching 1953 results. Relatively conservative dividend should be amply 
may duplicate 1952-53 results. Should be able to continue current divi- covered.B!1* 
dend rate. C Nat. Sugar Refining: Absence of unfavorable factors this year should 
PUERTO RICAN PRODUCERS enable National to restore earnings closer to 1952 level. Dividend 
Central Aguirre Sugar: Current year's net likely to parallel 1952-53's $2.18 _ secure. BI* eabeaadie ES 
W.C.—Working Capital. 3—Fiscal years ended June 30. 6_—Fiscal years ended Feb. 28, 1953 and 1954. 
1_Fiscal years ended Sept. 30. 4_Fiscal years ended July 31. 7—Calendar years ended Dec. 31, 1952 and 1953. 
2—Fiscal years ended Oct. 31. 5—Fiscal years ended March 31, 1953 and 1954. 
RATING: A — Best Grade; B— Good Grade; C—Fair; D—Poor. 1— Sustained Earnings Trend. 2—Lower Earnings *— Most attractive of Group. 
ny oe sen eres ARO IER NORCO Fee AR Fob << 
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Statistical Summary of Sugar Companies 







































































































































This Sugar Act, empowering the Secretary of Agri- 
culture to establish quotas in each year for mainland 
sugar cane and sugar beet growers as well as for 
sugar imports from Cuba, Hawaii, the Philippines, 
Puerto Rico, and other countries, has worked out 
fairly satisfactorily. At one and the same time it 
has guarded domestic consumers from an excessive 
price for sugar and protected the welfare of the 
domestic sugar industry. The Sugar Act also affords 
partial protection for the sugar producers of Cuba 
and other countries through a higher domestic raw 
sugar price than that prevailing in world markets. 
Domestic raws, for instance, currently command a 
price around 6.15 cents duty-paid basis, as against a 
world raw price of 3.25 cents f.o.b. Cuba level. 


More Relief Wanted 


All, however, is not serene. Some representatives 
of the sugar industry are agitating for amendments 
to the Sugar Act, preferably this year. Bills already 
introduced in Congress provide for an increase in 
mainland cane area quota by 90,000 tons, effective as 
of January 1, this year, thus raising the quota from 
500,000 short tons, raw value, to 590,000 tons. An- 
other proposed amendment would increase domestic 
beet area quota by 135,000 tons, effective Jan. 1, of 
next year, raising the beet area quota from 1,800,000 
short tons, raw value, to 1,935,000 tons. Along with 
these suggested changes is another, providing that 
any increase in the overall U. S. quota above 8.2 
million short tons, raw value,—this is the quota al- 
ready set by the Secretary of Agriculture for 1954— 
be apportioned on a basis of 55 per cent to the do- 
mestic cane and beet sugar growers and 45 per cent 
to Cuba and the full-duty countries. Under the Sugar 
Act as it now stands Cuba is apportioned 96 per cent 
of any increase in the overall U. S. quota, with the 
balance going to the full-duty countries. 

Right now and for some months back, the Depart- 
ment of Agriculture has been holding meetings with 
the beet sugar producers for the purpose of deter- 
mining means by which over-production can be 
avoided in the next crop of sugar beets. It appears, 
according to the Department, that final beet sugar 
production from the 1953 crop will be about 1.9 
million short tons, raw value, an unexpectedly large 
output. As of January 1, last, effective inventory of 
beet sugar, including processings thereafter of prior 
crop beets, amounted to 1,440,000 tons, which led to 
the imposition of marketing allotments in the beet 
sugar area for the 1954 calendar year for the pur- 
pose of maintaining a relatively stable market and 
to give an equitable opportunity to all interested to 
market sugar within the quota. 

In the face of the current situation, it would ap- 
pear there is little chance for the domestic beet area 
quota being raised if and when Congress votes on 
the several sugar bills awaiting attention. Of course, 
there is no way of forecasting the fate of this pro- 
posed amendment or for that matter the one dealing 
with increased mainland cane area quota. Many 
factors will have to be weighed. For example, the 
Dominican Republic Information Center, back in 
December, 1953, expressed dissatisfaction over the 
effects of our Sugar Act upon the Dominican national 
economy. Her quota is held to 28,000 tons which is 
less than 1% of her chief money crop. For this 
reason, the Dominican Republic, according to the 
Center, is looking overseas toward Great Britain as 
a better sugar buyer. In return for that market, she 
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more reciprocal basis, meaning that much of hp 
purchases of machinery, motor vehicles, textiles ay 
consumer goods in the U. S., would be switched ¢ 
manufacturers in the British Isles. 


Cuba, naturally enough, is disturbed by threateyme 


would place British-Dominican trade relations on nt 
y 









ed further cuts in her quota of sugar to be Shippel: 


to this country. Perhaps she is unduly alarmed, beiy 
already ina depressed state because of the failure, 
the International Sugar Council, born of the Augug 










1953 Conference, to bring about any improvemeqe= 


in the world sugar since it began functioning at th 


turn of 1954. Within the six months that have singe "| 
elapsed the Council has cut quotas of its exporting’: 
member nations to the limits allowed by the Agrejmi): 







ment, but to no avail so far as strengthening wo 


raw sugar quotations. On theory, setting quotas; \ 


props for prices might work out if all the exporti 
nations were subscribers to the arrangement. T} 
is not the case as some producers, includinng Pe 
East Germany and Indonesia failed to ratify, w 
India, although having the status of an exportij 
country did not request that an export quota be 
loted to her. In this fact lies the basic weakness 
the Sugar Council’s effort to maintain or bolster 
price of sugar in the world market when it has! 
control over total supply. 

The big problem in the world sugar situation 
too much sugar. According to a recent Departme 
of Agriculture estimate, world output of sugar} 


the 1953-54 season will come close to 40 million shod 


tons, raw value, including beet and cane. Such 

output would be about 3.5 million tons greater th: 
the previous season, and about 1.6 million to 
higher than the record 1951-52 season figure. 

what avail are the efforts of Puerto Rico, the Doni 
nican Republic and Cuba, in particular, to cut pr 
duction while the British Commowealth countri 
aim at greater sugar self-sufficiency and with ma 
of them reporting substantial increases in productie 
in the current year and with most countries on t! 
European Continent also increasing output. In t 
Far East, Indonesia is making further progress wi 
the rehabilitation of its sugar industry, and mat 
nations in the area of the Eastern Mediterranean a 
proceeding with plans to establish sugar cane | 
sugar beet culture. 

It is not surprising then, in the face of these & 
velopments, that Cuba, despite its drastic cutback 
has continued to carry a substantial surplus. As‘ 
December 31, last, the stock on hand amounted 
1,661,948 short tons, of which 1,593,385 short to 
represented Stabilization Reserve. This total is le 
than stock on hand at the close of the previous yet 
when it stood at 2,386,178 short tons, it being 1 
duced by approximately 725,230 short tons by fo 
ward buying by some importing countries and tl 
British purchase of approximately 1,135,000 sho 
tons, of which as of January 1, this year, 261,8 
short tons were still to be shipped. These purchas 
were somewhat in the nature of a windfall and 4 
hardly likely to be duplicated this year in view { 
larger inventories in importing countries and t! 
British Commonwealth producing areas’ progress | 
expanding their own production. Substantiation | 
this is had in the fact that Cuba’s shipments in 1! 
first five months of the current calendar year | 
countries other than the U. S., dropped to 785,0l 
short tons from 1,787,000 short tons in the 
months to May 31, 1953. Notwithstanding restrict 
sugar production for (Please turn to page 55! 
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What’s Ahead for 


BEVERAGE 
MAKERS? 


By JOHN D. C. WELDON 
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af most individuals, the word “beverage” connotes 
apleasing and refreshing drink. To some, young, old 
and in-between, it suggests such delights as the colas, 
root beer, ginger ale, and the fruit-flavored carbon- 
ated sodas. These are the “soft” drinks. To millions 
of adults, beverage means beer and ale, while to 
many others in this grown-up group it suggests 
whiskey, rum, gin and brandy. These constitute the 
“hard” drinks that on occasion come together with 
certain of the “‘soft”? drinks—the colas, ginger ale, 
club sodas and quinine water—to form what is pop- 
fularly called the “social” drink. Aside from this 
occasional “marriage”, neither the distiller nor the 
brewer nor the soft drink processor have much in 
common with each other. Each of these groups oper- 
ates in a different segment of the beverage industry. 
Each has its own type of competition, method of 
operating, and its own particular advantages and 
disadvantages. 

In the following article, these three principal seg- 
ments are treated separately. Emphasis is placed 
on recent developments, sales and earnings while 
the accompanying table contains comments on in- 
dividual companies. 
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1. Soft Drink Industry 


Some big developments are taking place in the 
soft drink field. Most important of all is the con- 
tinued climb in soft drink consumption. Since the 
lifting of sugar rationing for industrial use in 1947, 
per capita consumption of carbonated beverages has 
Increased from about 125 bottles in 1946, to ap- 
proximately 174 bottles in 1952, and in 1953 to an 
estimated 195 bottles. This indicates that last year’s 
output of the carbonated beverage manufacturers 
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totaled approximately 31.2 billion bottles, the equiv- 
alent of 1.3 billion cases of 24 bottles each. This 
is roughly 170 million cases more than the 1952 out- 
put, 

An explanation for this rapid expansion is to be 
had from the increasing number of adults who have 
been won over as soft drink consumers and the 
steadily rising youth population to whom soft drinks 
always have had an irresistible appeal. Since 1940, 
a stepped-up birth rate in the United States has 
brought the youth population—those under 18 years 
of age—from 40.3 million to today’s approximately 
53.8 million. By 1960, calculating on the basis of 
current birth-rate trends, this youth population will 
have increased to more than 62 million of which 
about 19 per cent will be between the ages of five 
and nine, and 25.5 per cent will be in the 10 to 17 
years age bracket. 

Thus, the soft drink manufacturers are having 
their market broadened for them by biological pro- 
cesses. Within the last 14 years the increase in the 
youth population has added 13.5 million likely cus- 
tomers for their wares, and within the next six 
years this number will probably be increased by 
another 7 million or more. Meanwhile, soft drink 
manufacturers are executing vigorous promotional 
efforts to expand markets that have been developed 
during and since the war. What has been accomp- 
lished to date along these lines has done much to 
change the character of the industry and to provide 
a more solid base, increasing all year-round demand 
and thus reducing the cyclical nature of the busi- 
ness that was so pronounced in former years. 

The entire industry is weighing the possibilities 
of not only increasing sales but improving profit 
margins by putting their products in cans for na- 
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tional and foreign distribution. Universal adoption 
of cans for soft drinks could revolutionize the in- 
dustry by eliminating the franchised bottler and 
giving those companies operating on a nation-wide 
basis distribution in areas now lacking in distribu- 
torship of bottled products. However, many of the 
big companies are proceeding cautiously, although 
Canada Dry last May began marketing ginger ale 
and cola in the Philadelphia, Pa. area, and, it is 
understood, the Dr. Pepper Co., expects soon to test 
out the can idea. On the other hand, Chas. E, Hires 
Co., which has been testing cans for several years is 
of the opinion that so far no inner lining for cans 
has been developed that will not impair the subtle 
and distinctive flavor of Hires Root Beer. There are 
arguments pro and con. Competition will probably 
resolve the question. One possibility appears almost 
certain. If the canned soft drink wins out it is going 
to bring into the industry a flood of new companies 
to increase an already highly competitive business. 
Pabst Brewing Co., brewers of Pabst Blue Ribbon 
beer is already in the field. 

Meanwhile, the soft drink manufacturers, on a 
rising tide of consumption and slightly better profit 
margins as a result of price increases in certain 
areas put into effect since last year, should show 
increased earnings for the current year. This, of 
course, depends on the ability of the respective com- 
panies to hold costs, including advertising and other 
expenses within bounds. 


CANADA DRY GINGER ALE, INC. From its re- 
port covering operations for the half year to March 
31, 1954, Canada Dry Ginger Ale failed to meet this 
requirement. Although net sales in dollars amount- 
ing to $32,047,903 increased by $500,000 over the 
1952-53 first half fiscal year, all but $7,000 of this 
gain was wiped out by increased cost of goods sold 
and “advertising, selling, distributing, general and 
administrative expenses” increased to $14.5 million, 
or $679,000 more than required in the previous first 
six months’ period. Consequently, net operating in- 
come was cut to $1.9 million, or $630,000 under a year 
ago, and despite a reduction in Federal and foreign 
taxes of $590,000, net income for the common stock 
was equal to 44 cents a share, exactly the same 
amount the company showed for the six months 
to March 31, 1953. 

Canada Dry, one of the most diversified of the 
soft drink manufacturers, is likely to improve on 
the first half-year showing through the course of 
the full current fiscal year ending next September. 
This will take in the normally two best quarters, 
results in which should more clearly reflect sales of 
franchised bottlers added during the latter part of 
last year and early in 1954, Net earnings for the 
year ended Sept. 30, last, equal to $1.14 a share 
improved over the $1.10 a share for the preceding 
year despite an eleven week strike that occurred 
during July-August, the height of the beverage sea- 
son and completely paralyzed the company’s three 
plants in the important New York market. 

In addition to its strong position in the carbon- 
ated beverage field, Canada Dry has exclusive dis- 
tribution rights to a number of prominent brands 
of whiskies and other spirits. These include “Johnnie 
Walker” Scotch whiskies, “Power’s” Irish whiskey, 
“Cinzano” vermouths, “Otard” cognacs, and the 
“Nuyens” line of cordials and fruit flavored brandies. 
These are all imported products and are supple- 
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bon, “Old Ebony”, an 86-proof Kentucky bourbo; 
and “Fine Arts”, a blend of straight domesti 
whiskies. 

Canada Dry has demonstrated an ability to 
velop in the expanding soft drink market and exten; 
its operations into markets abroad. It now has; 
total of 221 licensed bottlers in the U. S., and othe 
countries and plans to add to this number as rapid) 
as others can be found who are capable of maintain. 
ing Canada Dry standards. The company’s growth 
potentials are evident, but these are likely to evoly 
slowly while costs incident to the addition of ney 


bottlers will temporarily detract from profits. The} 
company’s common stock, although of a speculative} 


quality, is worth retaining. 


THE COCA COLA COMPANY. As is its policy 


the Coca Cola Co., omitted disclosing gallon sale 
of its Coca Cola syrup for 1953. The company, hoy. 
ever, stated that gallon sales for the year were the 
highest ever attained in any 12 month period in it 
68-year history. Net sales of $251.2 million also wer 
at record high, comparing with $245.6 million fo 
1952, and $225.6 million, for the year before that, 


Higher costs, however, held operating income tf 


$65.7 million, as compared with $65.9 million for the 
previous year. With other income up by $2.2 million 
over 1952, net income, notwithstanding an increas 
of approximately $900,000 in taxes, totaled $70. 
million, or $6.60 a share, as compared with $69 mil. 
lion, equal to $6.38 a share for 1952. A compara 
tively poor 1954 first quarter pulled net down to 8 
cents a share. In the like 1953 period net amounted 
to $1.08 a share. To offset higher costs, company in- 
creased syrup price 10 cents a gallon during the 
second quarter of the current year. This action, to- 
gether with indicated better sales setting in, earn 





ings for 1954 may better last year’s showing. 

Coca Cola continues to further enlarge its foreign 
markets and should benefit from increased sale 
abroad. The company is strongly entrenched in its 
particular field in the soft drink industry; has a sus 
tained earnings and dividend record, and _ strong 
finances, Long-term prospects warrant retention of 
shares. 


PEPSI-COLA COMPANY. Again, as in the three §] 


preceding years Pepsi-Cola recorded higher sales 
and a continued climb in net earnings for 1953. Net 
income reached $5.4 million, equal to 93.3 cents a 
share. This compares with net of $3.8 million, equal 
to 67.5 cents a share for 1952, and $2.6 million, or 
45.7 cents a share for 1951. Of considerable interest 
is the fact that in 1953 case sales at home rose 15% 
and foreign sales gained by 26%. Although net 
earnings for the 1954 first quarter, equal to 10 cents 
a share were no better than the 10 cents a share 
earned in the corresponding 1953 period, the second 
quarter opened with sales for the month of April 
the highest for that month in the company’s history, 
providing a basis for estimating first half-year earn- 
ings well in excess of the 48 cents a share reported 
for the 1953 first half. During the current year, 
Pepsi should have fuller benefits from its promotion 
of Schweppes Quinine Water and Schweppes Club 
Soda, as well as from increased prices of Pepsi-Cola 
syrup put into effect last year. In addition, sales 


volume should reflect operations of additional bot-f) 
(Continued on page 551). 
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Statistical Data 


on Leading Soft Drink Companies 









































W.C. (mil.) ‘52—$114.1 
W.C. (mil.) ‘53—$123.0 





W.C.—Working Capital. 


SOFT DRINKS 
Canada Dry Ginger Ale: Operations are diversified. In addition to well- 
known brands of soft drinks, selective lines of alcoholic beverages are 
manufactured and distributed. Current fiscal year exnected to show an 





| increase in earnings. Yield is satisfactory. Also has further growth pros- 


pects. Cl 

Coca-Cola Co.: The dominant factor in soft drink field. Record of good earn- 
ings and dividends over long period has been impressive. Aggressive efforts 
to enlarge foreign markets, good cost control and lapse of EPT should 
increase net moderately this year. Long term retention merited. B1* 

Dr. Pepper Co.: Sales and earnings in first quarter this year increased. 
larger volume expected over coming months and moderately better net 


| should follow. Dividends should at least equal present 15c quarterly. Mod- 


erate growth potentials appear likely through expansion of sales ter- 
ritories. Cl 
Hires (Charles E.) Co.: A slightly smaller deficit was shown for the six 
months to March 31, 1954, over corresponding period of preceding year. 
Net income in last three years has shown a moderately declining trend for 
this root beer company. The 60¢ annual dividend has been covered by a 
Narrow marain. D2 
Nehi Corp.: Earnings have shown a moderate rise in each of the past four 
years. A further moderate increase in first quarter net of 1954 promises 
further gains this year. Yield on 12//2¢ quarterly rate is high. Stock specu- 
lative. C1 
Pepsi-Cola Co.: Is second largest in the cola-type field. Earnings have 
improved in recent years and are expected to increase further in current 
year. Dividend return has been small but may be increased. Sales of 
English Schweppes line enhances outlook. 

DISTILLERS 


American Distillers: Increased volume in lower-priced brands contributed to 


'_6 months ended March 31. 
*—9 months ended May 31. 


_ Full Years —st Quarter—— 
Net Sales Net Profit Margin Dividend Per Share Price 
(Millions) % Net Per Share Net Per Share Indicated Range Recent __—Oiiv. 
1952 1953 1952 1953 1952 1953 1953 1954 1953 1954 1953-54 Price—‘Yield 
CANADA DRY $ 66.51 $ 66.51 3.5%! 36%! $1,111 $1,151 $ 452 $ 45° $ 70 $ 70 14%- 10 $13 5.4% 
W.C. (mil.) ‘52—$16.4 
W.C. (mil.) ‘53—$15.0 - ; ee: 
COCA-COLA 245.6 251.2 11.1 11.2 6.38 6.60 1.06 88 5.00 5.00 12534-107 117 4.3 
W.C. (mil.) ‘52—$86.7 
W.C. (mil.) ‘53—$89.3 mea... Dink tees » 
DR. PEPPER 9.6 10.6 6.0 6.2 83 95 13 15 60 60 13%- 10 12 5.0 
W.C. (mil.) ‘52—$1.4 
W.C.(mil.)‘53-$1.5 a : rade 
HIRES (CHAS. E.) 8.81 9.81 3.51 2.81 791 711 Def. .35 Def. .27° 60 60 12% 8% 10 6.0 
W.C. (mil.) ‘52—$3.7 
W.C. (mil.) ‘53—$3.8 =o 
NEHI CORP. 10.1 10.2 9.3 9.6 91 93 «13 15 70 70 135- 10% 12 5.8 
W.C. (mil.) ‘52—$3.6 
W.C.(mil.) ‘5S3—$3.7 0 ; 
PEPSI-COLA 53.3 66.1 7.3 8.2 670 (95 10 10 50" 50 165%- 10% 15 3.3 
W.C. (mil.) ‘52—$16.4 
W.C. (mil.) ‘53—$18.0 
W.C.—Working Capital. *“—Six months ended March 31. 
1_Fiscal years ended Sept. 30. %—Includes 25c paid after year-end. 
Statistical Data on Leading Distillers 
- - —Full Years——— —st Quarter—— 
Net Sales Net Profit Margin Dividend Per Share Price 
(Millions) 8 Net Per Share Net Per Share Indicated Range Recent Div. 
1952 1953 1952 1953 1952 1953 1953 1954 1953 1954 1953-54 Price~—‘Yield 
AMER. DISTILLING $ 65.4 $65.7 104% 65% $281 $1.83! $1.36! $1.49! $2.00 $2.00 4614-285 $40 5.0% 
W.C. (mil.) ‘52—$17.4 
W.C. (mil.) ‘53-$16.6 7 
BROWN FOR. DIST. 68.6" 736° 4.93 3.93 3.20 2.703 80 80 194-12 18 4.4 
W.C. (mil.) ‘53—$34.9 
W.C. (mil.) ‘54—$34.4 
D. CORP.-SEAGRAMS 741.8 793.5 5.0 4.8 4.25 4.32 3.39! 3.18! 1.70 1.70 33 -25 30 5.7 
| W.C. (mil.) ‘52—$308.3 
| WC. (mil.) ‘53—$319.0 ; 
| NAT. DISTILLERS.. 470.1 4887 2.5 2.5 1.13 1.18 (26 29 1.00 1.00 23%2-12% 14 7.1 
W.C. (mil.) ‘52—$252.5 
W.C. (mil.) ‘53—$240.7. 
PUBLICKER INDUS... 149.3 169.3. 1.9 1.2 92 63 +34 ~Def..36 5%Stk. 5% Stk. 157% 9% 10 Stock 
W.C. (mil.) ‘52—$54.5 
W.C. (mil.) ‘53—$63.6 
| SCHENLEY INDUS... 426.5 421.3 2.8 1.5 2.76 1.53 1.412 522 ~—- 2.00 1.00 28 -17% 19 5.2 
W.C. (mil.) ‘52—$314.5 
W.C. {mil.) ‘53—$318.1 
H. WKR.-GDHM. & W. 307.0 337.3. 5.1 5.6 5.43 662 5.022 5.242 3.00 3.00 6112-43% 60 5.0 


*—Fiscal years ended April 30, 1953 and 1954. 
*—9 months ended April 30. 





decline in dollar sales last year. However, earnings improved recently, 
with company-produced whiskey aiding margin. Outlook slightly im- 
proved but 50¢ quarterly not entirely secure. Industry competitive and 
stock speculative. C1 

Brown-Forman Distillers: Main product is bourbon whiskey. Trade position 
improved through acquisitions and better inventories. Wide coverage for 
modest dividend. C! 

Distillers Corp.—Seagrams: Well-established trade position in competitive 
industry. Increasing pooularity of Canadian brands. Smaller dealer inven- 
tories. Sales should continue to gain, although high costs prevail. Record 
of relatively stable earnings with wide margin over dividends. Bt 
National Distillers Products: Longer-term prospects somewhat improved due 
to industrial chemicals. Position also aided by disposal of low-margin 
wine business and unprofitable anti-freeze lines. Better demands for bonded 
liquor brands. Outlook improved but dividend coverage narrow. Cl 
Publicker Industries: Formerly largest producer of ethyl alcohol, products 
now include whiskey and other spirits. While whiskey sales should hold 
at good level, prospects of highly competitive industrial alcohol are 
clouded. Finances could be improved. Immediate earnings conjectural. Issue 
highly volatile. D2 

Schenley Industries: Company’s inventories relatively high among major 
liquor producers. Sales of whiskies recently improved, but wine and beer 
sales lower. Costs high and pharmaceuticals relatively unprofitable. Re- 
cently reduced dividend followed decline in earnings. C2 

Walker (H.)—Gooderman & Worts: Strong position in industry. Market for 
Canadian type whiskey expected to continue gains. Virtually no senior 
securities. Comfortable financial position. Recent record of earnings sta- 
bility. Fewer brands reduce inventory problems. Dividends well-protected. 
Commitments need not be disturbed. B* 

RATING: A—Best grade. B—Good grade. C—Fair. D—Poor. 1—Sustained 
Earnings Trend. 2—Lower Earnings Trend. *—Most attractive in group. 
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Outstanding 


On the latest upsurge in the 
market, from around 100 to 150 
individual stocks were making 
new highs daily for 1954 or long- 
er. The leadership centered to a 
considerable extent in blue-chip 
issues, as it had for some time, 
but far from exclusively so. More 
and more buyers are “trading 
down”. Hence, a sizable percent- 
age of recent new highs were re- 
corded by secondary and specula- 
tive stocks. They are too numer- 
ous to cite, and are scattered 
widely as regards types of stocks 
and industries represented. The 
selectivity in this market is more 
along individual-stock than stock- 
group lines. In a very strong mar- 
ket, it is the exceptions—the weak 
sisters—that stand out conspicu- 
ously. Issues made outstanding 
by falling to new lows in recent 
days include Clevite, Servel, 
Thompson-Starrett, Packard, Chi- 
cago Yellow Cab, Intertype, Lig- 
gett & Myers, McCord, Northern 
Pacific, Philip Morris, Reynolds 
Tobacco, Shell Oil, American To- 
bacco, Lorillard, American Brake 
Shoe, Cuneo Press, Hecht and Pa- 
cific Western Oil. 


Depressed 


There is, or at least has been, 
something the matter with any 
stock which is still at a depressed 
level in this market. But if you 
can pick a depressed stock of a 
company which is showing a turn 
for the better, some money may 
be made in it, almost regardless 
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of the general trend,—provided the 
market does not fall out of bed. 
National Distillers might be such 
a choice. Following a fall of about 
54% in price from 1951 high to 
1953 low, with earnings cut by 
almost two-thirds and the divi- 
dend halved to $1.00, the stock 
has held between roughly 17 and 
20 since last September. Now at 
18, it has recently shown some 
volume buying. Profits sagged to 
$1.13 a share in 1952, lowest in 
many years, but gained slightly 
to $1.18 in 1953. They improved 
a little more in the first quarter 
of this year, contrary to the gen- 
eral trend in the liquor business. 
It is quite possible for 1954 net 
to rise to near $1.50 a share. 
Meanwhile, starting over two 
years ago, the company began to 
diversify by launching into chem- 
ical production on a considerable 
scale through merger acquisitions 
and investments. Although this is 








still mainly a distilling companf 
so far as profits are concernei, 
the chemical activities might wel 
pay off in the future. The 
amount to a speculative “kicker”, 
permitting the stock to sé 
higher on earnings than straight 
liquor stocks generally do. We 
would not bet our shirt on a big 
and fast rise in this issue; but 
the chances are that it has better 
days ahead though it may take 
time for worthwhile profits. 















Groups 

Stock groups showing above 
average strength in recent trat- 
ing up to this writing include ait- 
craft, amusements, chemicals, cot 
struction, containers, dairy prot: 
ucts, department stores, fool 
brands, mail order, paper, publi 
utilities and tires. After a long 
lag, airline stocks are perking wu) 
currently. Why its hard to see, 
since earnings prospects are just 




















Champion Paper & Fibre Co. 


Kroger Co. ............. ef - 


Consumers Power Co. 


Kelsey-Hayes Wheel ete 
Dresser Industries 
Spencer Kellogg & Sons ...........000.............. 
Universal Pictures Co., Inc. . 
Ex-Cell-O Corp. ...... ne 
Hooker Electrochemical Co. 


Murray Corp. of Amer. 








INCREASES SHOWN IN RECENT EARNINGS REPORTS 






1954 
$4.13 
2.18 
3.16 
1.16 79 | 
2.60 | 
68 .29 
1.57 
5.70 
1.80 
3.48 





Year Mar. 31 
24 wks. June 12 
12 mos. May 31 
Quar. May 31 
April 30 
- May 8 

. May 1 

- May 31 
- May 31 
- May 31 








6 mos. 
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a bir. Cigarette stocks show rally- 


ng tendencies from an over-sold 
psition. Whether they have made 
firm bottom is doubtful. Oil 
ocks are so far behaving better 


q han the news in that they are 
~ Bf quite moderately in the face of 


yer-production and gasoline 


Price cutting. Why leading tire 


ocks should be at new highs is 
mystery. They are not ex- 
emely priced on earnings, but 


Bividends are on the tight-fisted 


q gricultural 


ide, yields low for cyclical-type-is- 
ues, Holding around or close to 
his year’s best levels, but ma- 
srially under earlier highs are 
implements, autos 


* Bhd auto parts, baking, coal min- 


be meat packing, 


company 
ncerne(, 
ight well 
e. They 
‘kicker’, 
to _ sell 
straight 
do. W 
on a big 
sue; but 
is better 
ay take 
fits. 


above 
nt trai: 
ude ail- 


g, furnishings, gold mining, 
radio-TV, rails, 


ail equipments, soft drinks, 


sugar, textiles and variety stores. 


urn Around 


While the miracle-drug stocks 
were going to town in 1950 and 
wart of 1951, with investors 
greatly over-estimating profit po- 
tentials in the newer antibiotics, 
the more stodgy proprietary-drug 
stocks did relatively little. Now 
the reverse is so. Following major 
declines in 1952 and 1953, ethical- 
drug stocks have recently weak- 
ened further. Their profit outlook 
isfar from glowing, and most of 
them are still far from cheap on 
current earnings. Because of con- 
siderably lower price-earnings 
ratios, relative stability of opera- 
tions and improved profits in some 
cases, selected proprietary-drug 
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Ss, fool 
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ire just 


stocks are meeting with increas- 
ing demand. Two of the best are 
Sterling Drug and Vick Chemical, 
both with some ethical-drug lines, 
both well diversified, neither in- 
volved significantly in the intense 
antibiotic competition. Sterling 
might net $3.30 or so this year, 
against 1953’s $2.91. The $2 divi- 
dend is secure and could be raised. 


— —— 


The stock is at 44, yielding over 
4.5% on the present dividend. 
Vick should report some $4.50 or 
more a share for the fiscal year 
ended June 30, against $3.18 in 
the prior year, the gain being due 
mainly to EPT savings, some 
boosts in selling prices and a fur- 
ther moderate increase in sales. 
At 38, the stock is relatively low 
on earnings, not cheap on a $1.20 
dividend, yielding less than 3.2%. 
However, improved earnings and 
comfortable cash holdings suggest 
a dividend boost ahead. On longer- 
range profit and dividend poten- 
tials, both stocks should be sub- 
ject to moderate further apprecia- 
tion. Evidently there is some 
switching out of antibiotic drug 
stocks into them. 


Free Ride? 


Although no figures are avail- 
able, guess-estimates put buying 
of common stocks for pension 
funds around $300 million a year 
or so. Net demand by mutual 
funds (excess of purchases over 
sales) has for some time been 
several hundreds of millions a 
year. Life insurance companies 
and savings banks combined 
might account for something like 
$200 million a year of demand for 
equities. Total demand of institu- 
tional and trustee type might be 
in the vicinity of $1 billion a 
year. The major part of this buy- 
ing is concentrated in blue-chip 
income or growth stocks, even 
though mutual funds of some 
types venture into more specula- 
tive issues. With most holders of 
good stocks disinclined to sell, the 
result is a relative scarcity of of- 
ferings, forcing buyers to bid up. 
But actual institutional demand 
cannot directly account for all of 
the scramble to buy blue chips 
seen in recent weeks. Not without 
foundation, many individual in- 
vestors have got the idea that all 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 


Schenly Industries, Inc. 
Copper Range Co. .... 
Stevens (J. P.) & Co. ..... 
Dayton Rubber Co. . 


Distillers Corp.—Seagrams, Ltd. ................ 


International Harvester Co. 
Emerson Radio & Phon. 
Royal Typewriter Co. 
Grayson Robinson Stores, Inc. 


Western Union Telegraph 


.. Quar. May 1 14 


.. 26 wks. May 1 


.. 5 mos. May 31 


1954 
9 mos. May 31 $ .51 
4 mos. Apr. 30 -96 


6 mos. Apr. 30 33 

Quar. Apr. 30 48 
6 mos. Apr. 30 

49 

Quar. Apr. 30 43 

9 mos. Apr. 30 -29 
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you need do to make money is to 
buy stocks of the types institu- 
tional money goes into—in effect, 
getting “a free ride”. Although 
there is no available index there- 
of, average yields on blue-chip 
stocks are no doubt down to some- 
thing under 4% by now. That 
compares with roughly 2.9% on 
high-grade corporate bonds. The 
spread might have to narrow ma- 
terially further before institu- 
tional funds will go to a greater 
extent into bonds, less into stocks. 
When that happens, there could 
be some blue-chip liquidation by 
individual investors no longer get- 
ting the free ride. 


Mutual Funds 

Unlike pension funds and some 
other institutional funds, which 
buy for long-term purposes, if not 
fer keeps, mutual funds are not 
averse to taking some profits; and 
many owners of mutual-fund 
shares are showing inclination to 
take profits thereon via redemp- 
tions, forcing proportionate sell- 
ing by the funds. In the first 
quarter of this year, mutual-fund 
purchases of securities, other 
than Government obligations, 
amounted to about $315 millions, 
sales to about $226 million, a bal- 
ance of $89 million on the buy 
side. Judging by reports of some 
mutual funds with fiscal quarters 
ended May 31, second-quarter 
sales in the aggregate may be 
shown to have about balanced, if 
not exceeded, purchases, Repre- 
senting an inclination to protect 
profits, the latest reports show 
sales exceeding purchases in the 
cases of Bullock Fund Ltd., Amer- 
ican Business Shares, Diversified 
Investment Fund, Diversified 
Common Stock Fund, Massachu- 
setts Investors Growth Fund and 
Dreyfus Fund. 


Cigars 

Since the latest cancer-scare 
blast from the medics hit the ciga- 
rette stocks, cigar stocks have 
risen moderately to the best levels 
in some time on the theory that 
some cigarette smokers will switch 
to cigars. Maybe so. We would not 
count too much on it. The two 
leading stocks are Consolidated 
Cigar and General Cigar. Invest- 
ment quality considered, yields 
on them are not alluring. In the 
cigar field generally, earnings and 
dividends are far under best 
earlier levels reached as far back 
as the 1920’s. 








The Business Analyst 


Whats Qhead por Rusiness? 


By E. K. A. 


The pricing situation in the months ahead—at all levels of 
business—would seem to deserve more attention than it has 
received to date. Profit margins have been subjected to con- 
siderable squeezing in recent months, particularly at the re- 
tail level, and it is not unlikely that the squeeze on profits 
will be extended during the balance of this year even though 
the upturn in business activity continues. Although recent gov- 
ernmental fiscal and mone- 
tary policies—designed to 
stimulate business through 
easier money—are of an in- 
flationary nature, they are 
not particularly significant 
from a price standpoint at 
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BUSINESS ACTIVITY 


PER CAPITA BASIS 


MW. S. INDEX 
1935-39 = toe 
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200 
YEAR the present time. 
AGO The improvement in retail 
—_ sales volume since last Win- 
190 — Two ter has been most gratifying, 
= but there is little doubt that 


the improvement was largely 
achieved at the expense of 
profit margins. Competition 
for business is keen, and few 
merchants can afford to 
let needed sales volume be 
diverted to competitors. Re- 
duced prices, established for 
“sales” after the turn of the 
year to stimulate business 
during the first quarter sea- 
sonal dull period, have tend- 
ed to become the going 
prices in a number of retail 
areas. 


With labor and other costs 
still rising, manufacturers 
generally have resisted the 
pressure from retailers to re- 
duce list prices. At the same 
time, however, numerous 
manufacturers have come to 
the assistance of retailers in 
other ways than through 
open, permanent price cuts. 
This assistance has taken a 
number of forms. One auto- 
mobile manufacturer has 
been giving dealers a 
“bonus” of $100 for every 
car sold. Producers of house- 
hold appliances reduced 
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prices for a limited period, 
and gave dealers support 
from nationwide advertising. 
So, too, did tire manufac- 
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turers. In other in- 
stances, the use of 
premiums has been 
adopted. 

Actually, of 
course, all of this 
adds up to a low- 
ering of manufac- 
turers’ prices and 
contraction of profit 
margins, even 
though the very 
manufacturers who 
have adopted these 
measures to main- 
tain volume and 
prevent dealers 
from being 
squeezed out of 
existence will insist 
that they are holding the price line. In soft goods, which gen: 
erally have been moving better than hard goods, there hos 
been less of this roundabout price cutting. However, a cor- 
siderable amount of it has been noted in some grocery lines 
and related items. 















Steel manufacturers, to compensate for the recent increase 
in wages, have marked up steel prices approximately $3 pe 
ton, on an average. But, many other manufacturers whos 
labor costs have been upped recently are making no attemp 
to pass along the increases in costs of production, for they 
know that they would run into resistance and loss of sale 
volume. As a matter of fact, users of steel are not taking the 
increases lying down. 


There is considerable belief, both within and outside the 
steel industry, that the recent markups will not stick unles 
demand picks up substantially. With the industry operating 
at less than 70 percent of capacity and with producers reach- 
ing eagerly for business, there appears to be some basis 
for the belief that steel prices may revert to the former lower 
rates. Recent declines in scrap steel prices, occurring at the 
very time that finished steel prices were being marked up, 
cannot be altogether ignored and have encouraged buyers to 
defer new orders wherever possible. 

Unless the seasonal uptrend in business during the late 
Summer and early Fall shows real vigor, pressure will con- 
tinue on prices all along the line. Some food prices may rise 
if the present incipient drought spreads, although food prices 
for consumers would tend to increase the pressure on other 
items. There exists a good possibility that the concealed 
manufacturer price reductions of recent months will become 
open reductions but there is no way of knowing whether such 


action would—as some producers maintain—encourage the} 
public to expect further markdowns. All in all, the next few) 


weeks will tell a significant story. 
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atl" MONEY & CREDIT—Underwriters of corporate securities are 
“WE not going to have as quiet a Summer as they had expected, 
according to recent indications of corporate borrowing plans. 
Encouraged by the low interest rates resulting from Federal 
Reserve policy and reassured by the signs of business im- 
provement, many companies are laying plans for tapping in- 
vestment funds via issues of fixed income securities. Getting 
the most attention for the moment because of their size are 
af the forthcoming 10-year, $300 million debenture issue by 
‘United States Steel and the $150 million to be borrowed 
by General Motors Acceptance Corp., via 10-15 year deben- 
tures. Offering of these securities by syndicates headed by 
Morgan, Stanley & Co., are expected late in July and many 
) investors are earmarking some of their funds for this purpose. 
Although these obligations are of a medium-term nature, there 
fare plenty of companies getting ready to borrow for longer 
| periods. All in all, almost $650 million of new corporate bond 
issues have progressed far enough for marketing dates to 
have been set, a sizeable amount for this time of year and 
one guaranteed to keep lenders well supplied with a steady 
| flow of investment opportunities. 
The increased supply of new securities that is foreshadowed 
by the above figures has had its expected effect on seasoned 
corporate bonds which have been sluggish in recent weeks 






















vhich ger: despite the buoyancy which the recent easing in reserve re- 
there ho quirements has imparted to other sectors of the list. Best-grade 
xr, a cong Corporates have just about held their own in the two weeks 
cery lines§ ending July 9 while new issues have borne the brunt of the 


pressure of slower demand and underwriting syndicates have 
had to shade prices in several cases. Thus the $35 million 


y $0 Panhandle Eastern Pipe Line 3% which were brought out at 
ars whow§ 99% fell to 98% in the free market, when support was term- 
© attems inated. The yield on the Recent Consumers Power Co. mort- 

for they 999° bond had to be sweetened a bit before it moved into 
a sie private hands and a large part of the $40 million Columbia 
aking the Gas System A-rated debentures are still looking for buyers 


ata generous 3.4% yield. Treasury and tax-exempt obliga- 
tions, on the other hand, have been strong, with longer term 
Federal obligations gaining as much as a point in the two 
weeks ending July 9 while tax-exempts have moved ahead 


itside the 
ck unless 





apertnm smartly as evidenced by the reduction in the Bond Buyer's 
a yield index of such bonds to 2.36% from 2.41% two weeks 
sar ladle earlier. 
g at the “ 
rked up, 
>uyers to TRADE—Retail sales scored better than seasonal advances 
in June, according to the Commerce Department, which esti- 
the latep ™ates that the gain was 2% above May, although still 1% 
wil as under the high levels of a year ago. The best results were 
may ti achieved by dealers in motor vehicles and apparel and gen- 
xd prices eral merchandise stores, while changes in other lines of trade 
on other Were of a minor nature. The pick-up in consumer demand is 
sncealed} ©ntinuing into July, according to Dun & Bradstreet, which 
become} “stimates that retail trade in the week ending Wednesday, 
her such July 7, was about 5% ahead of a year ago with the Pacific 
age the Coast making the best showing. Clearance sales, which usually 
next fewl begin after July Fourth, were widespread and there was a 


hearty shopper response to these offerings. Vacation items 
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moved well and apparel was in demand. On the other hand, 
household goods were sluggish and auto sales were much 
below last year. 
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INDUSTRY—Industrial output in early July was down sharply 
as the result of wide-spread vacations and shut-downs which 
are becoming an almost universal custom at this time of year. 
The contraction can therefore be viewed as a seasonal phe- 
nomenon without any long-term implications. Output for the 
month of June was ahead of May, according to the MWS 
Index of Business Activity which averaged 193.1 for the latest 
month compared with 188.8 in May. 
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COMMODITIES—The general run of commodities stabilized 
in the week ending Tuesday, July 6, and the comprehensive 
price index compiled by the Bureau of Labor Statistics, rose 
slightly to 110.0% of the 1847-1949 average from 109.9% 
the previous week. Higher prices for meat, which was up 1.4% 
was responsible for the gain in the index. Farm products 
lost 0.1% while all commodities other than farm products 
(Continued on following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) —_| May 3.2 3.6 44 1.6 (Continued from page 533) 
Cumulative from mid-1940 May 551.0 547.8 501.3 13.8 | and foods gained 0.1%. Among industrial 
FEDERAL GROSS DEBT—$b July 6 271.2 270.5 266.3 55.2 | commodities, steel, rubber, hides and tin 
were higher while gasoline, burlap and 
poncutiten niet Siete June 30 53.3 541 528 26,1 _| tallow moved lower. 
Currency in Circulation July 7 30.2 29:9 30.3 10.7 6 
BANK DEBITS—(rb3)** P The NATION’S OUTPUT OF GOODS 
New York City—$b June 60.2 60.5 52.4 16.1 | AND SERVICES was down again in the 
344 Other Centers—$b June 96.9 96.1 95.8 29.0 | second quarter, according to the Presi- 
PERSONAL INCOME—$b (cd2) May 285 284 286 102 dent’s Council of Economic Advisers, which 
Salaries and Wages May 188 188 193 66 estimates that gross national product in 
Sraqeitind ium ay 49 48 49 23 the April-June period amounted to $356.0 
netencae anak iii May 24 24 23 10 billion at annual rates. This was $1.2 bil. 
Translor Payments May 16 16 14 3 lion under the previous quarter and $15.4 
(INCOME FROM AGRICULTURE) May 16 15 16 10 billion below the all-time high of $371.4 
billion reached in the second quarter of 
POPULATION—m (e) (cb) May 162.0 161.8 159.3 133.8 last year. The main contributor to the 
Nor-Institutional, Age 14 & Over May 16.1 116.0 114.9 101.8 | latest decline was a $2.7 billion reduction 
Civilian Labor Force. May 64.4 64.1 63.0 55.6 in Government spending which more than 
Armed Forces May 3.4 3.4 3.5 16 | offset a $1.7 billion increase in consumer 
Unemployed Many 33 3.5 13 3.8 | outlays. Private domestic investment had 
Employed Many ms 4 a7 51.8 | q net decline of $200 million in the quarter 
tn Agrtosttore stad - -! - 8.0 | with businessmen reducing inventories by 
eepieeme ony $43 585 1 43.2 1$400 million more than in the previous 
Weekly Hours May ss 6A 6S 42.0 | quarter while investment in producers’ dur- 
EMPLOYEES, Non-Farm—m (1b) June 48.1 47.9 49.9 37.5 | able equipment fell by $500 million. Invest- 
Government June 6.6 6.7 6.6 4.8 |ment in new construction was up $700 
Trade June 10.4 10.4 10.5 7.9 |million but this failed to counterbalance 
Factory June 12.4 12.4 14.0 11.7. | the $900 million decline in the aforemen- 
Weekly Hours. June 39.6 39.3 40.7 40.4 | tioned items. 
Hourly Wage (cents) June 181.0 180.0 177.0 77.3 * m * 
Weekly Wage ($) June 71.68 70.74 72.04 21.33 
PRICES—Wholesale (Ib2) July 6 110.0 1099 1109 669 FURNITURE MANUFACTURERS felt 
Pia 208.1 2083 2079 +1162 «| the first signs of improvement for their 
aoe Gf : product in May as new orders gained 4% | 
COST OF LIVING (Ib2) May 115.0 114.6 114.0 65.9 |over April, a welcome change from the | 
Food May Wigs Ana | 2 64.9 | minus signs of the previous months of this| 
Clothing May 104.2 104.1 104.7 59.5 |year. Shipments in May were 10% under | 
Rent May 128.3 128.2 123.0 89.7. | the previous month while output was lower 
“a4 and employment fell 3% under the previ- 
area neenee ous month and 9% below a year ago. In- 
stall Store Seles (od) Moy agin ee seen 47 | coming orders in May were still slightly 
arene séitgd ~ ppl ve ‘1 | smaller than shipments and this caused a 
Hen iasnite Guess May sae vA 93 36 12% decline in unfilled orders, reducing 
Dep't Store sates (mrb) May 0.81 0.84 0.89 0.34 them at the end of May to 38% under the 
Consumer Credit, End Mo. (rb) May 27.5 27.3 26.9 9.0 corresponding 1953 date. 
MANUFACTURERS’ ar ‘ 
New Orders—$b (ed) Total** May 23.1 23.0 25.9 14.6 
Durable Goods May 10.1 10.0 13.1 7.1 The number of BUSINESS FAILURES 
Non-Durable Goods___________ | May 12.9 13.0 12.8 75 declined slightly in May as 943 firms 
Shipments—$b (cd)—Total** May 24.1 24.4 25.8 8.3 | closed their doors, less than the 973 of 
Durable Goods May 11.4 11.5 13.1 4.1 | the previous month, but far above the 697 
Non-Durable Goods May 12.7 12.9 12.7 4.2 | failures in May, 1953. The rate of failure, 
as reflected by Dun’s Failure Index which 
BUSINESS INVENTORIES, End. Mo.** is seasonally adjusted, rose to 41 for each 
Total—$b (ed) May 79.4 79.5 sind 28.6 | 10,000 firms listed in the Dun & Bradstreet 
Manufacturers’ May 44.8 45.2 veg 164 | Reference Book from 40 in April and 30 
Wholesalers’ May = a 4.1 lin May, 1953. LIABILITIES of failing 
Retailers’ May 22.8 22.7 22.5 8.1 | firms also were lower, amounting to $38.5 
Dept. Store Stocks (mrb) May 2.4 2.4 2.5 1.1 | million versus $42.5 million the month be- 
BUSINESS ACTIVITY—1—pc July 3 194.9 195.0 202.3 141.8 |fore. A year ago, liabilities totaled $33.0 
(M. W. S.)—1—np July 3 242.6 2428 246.7 1465 |million. In the first five months of this 
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Latest Previous Pre- 
Wk.or Wk.or Year Perl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
|| INDUSTRIAL PROD.—Ia np (rb) May 125 123 137 93 year total liabilities came to $215.7 mil- 
Mining May 112 WW 117 87 lion, sharply above the $142.0 million total 
Durable Goods Mfr. May 135 134 156 99 for the corresponding 1953 period. 
Non-Durable Goods Mfr May 117 115 123 89 Z M * 
CARLOADINGS—t—Total July 3 619 713 670 933 
Misc. Freight. July 3 341 347 364 379 The ROOM AIR-CONDITIONING in- 
Mdse. L. C. Lb July 3 62 61 66 66 dustry is still booming, with shipments in 
Grain July 3 66 64 58 43 the first four months 84.8% ahead of the 
|| lec. POWER Output (Kw.H.) m july 3 2 «6 Clee kes similar 1953 period, the Air-Conditioning & 
Refrigeration Institute has reported. No 
‘| SOFT COAL, Prod. (st) m July 3 1.4 8.3 1.6 10.8 less than 795,850 room air-conditioning 
Cumulative from Jan. 1 July 3 183.6 182.2 224.5 44.6 | units were shipped by manufacturers from 
Stocks, End Mo May 69.4 70.6 72.9 61.8 | Janury-April 1954 compared with 430,670 
PETROLEUM—(bbls.) m units in the corresponding 1953 months. 
Crude Output, Daily. July 2 6.4 6.5 6.5 4.1 * * * 
Gasoli Stocks July 2 165 169 143 86 
Fuel Oil Stocks. July 2 5) 50 45 94 The ever-growing ELECTRIC POWER 
Heating Oil Stocks July 2 87 83 86 55 INDUSTRY turned out 5.3% more elec- 
LUMBER, Prod.—(bd. ff.) m July 3 114 158 186 632 es in the br ae this gtr ‘ 
Stocks, End Mo. (bd. ft.) b May 93 9.2 77 79 baie nit tn ee: Ae 
power requirements continue to expand, 
STEEL INGOT PROD. (st) m June 74 75 94 7.0 | the latest gains have not been as rapid 
Cumulative from Jan. 1 June 44.1 36.7 57.9 74,7 as in previous periods. Thus in the first 
six months of 1953 the industry chalked 
———« July 8 299 324 256 “ up an 11.4% pg ped yn January- 
Cumulative from Jan. 1 July 8 7,126 6,828 8,354 5,692 ne period oe Senne eae 
of industrial power accounts for the slack- 
MISCELLANEOUS ened rate of increase in total output. Other 
Paperboard, New Orders (st)t July 3 263 205 339 165 consumers, such as residential users and 
Cigarettes, Domestic Sales—b May 31 31 31 17 the Atomic Energy Commission, have con- 
Do., Cigars—m May 480 486 506 543 tinued to increase their use of electric 
Do., Manufactured Tobacco (Ibs.)m_ | May 17 17 17 28 power. 








b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 
tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation 
for population growth. pe—Per capita basis. rh—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. st—Short tons. 


t-Thousands. *—1941; November, or week ended December 6. **—S lly adj 
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P 1954 1954 
oe isn miata 1954 1954 | (Nov. 14, 1936, Cl.—100) High Low July2 July 9 
Issues (1925 Cl.—100) High = Low July2 July | 100 HIGH PRICED STOCKS....... 150.0 114.4 148.1  150.0A 
300 COMBINED AVERAGE .......... 226.9 177.2 223.8 226.9A | 100 LOW PRICED STOCKSG.......... 260.5 203.7 257.1 260.2 
4 Agricultural Implements ........ 263.3 179.0 213.0 209.4 4 Investment Trusts ............... 122.9 93.1 122.9 122.9 
10 Aircraft (‘27 Cl.—100)............ 629.1 330.3 608.7 629.1A 3 Liquor (‘27 Cl.—100) 967.8 805.8 822.9 840.1 
7 Airlines (’27 Cl.—100)............ 693.9 492.6 586.2 615.8 AY RUM ooo ove ccc cscevasaocacces 271.2 181.0 261.0 271.2A 
7 Amusements ...................008 V17.7 76.4 117.7 117.7 | C3 nn 131.6 101.0 129.5 131.6A 
10 Automobile Accessories .......... 289.4 213.8 252.9 250.6 SF ME POCRING oie ccsccccccacesseese 101.7 78.7 90.8 91.7 
10 Automobiles ...............c:0ceee 49.4 38.4 41.6 41.6 10 Metals, Miscellaneows ............ 287.4 198.4 281.4 279.4 
3 Baking (’26 Cl.—100)......... 28.0 23.0 23.7 23.9 Coo Se reir rea ier 632.1 394.9 613.7 632.1A 
3 Business Machines .................. 474.8 311.4 464.2 AF4.SA, 1 ZH POttGlBORR . ..<200000-s0c2csecsccceeeness 505.0 376.5 476.7 476.7 
2 Bus Lines ('26 Cl.—100).......... 273.2 170.2 250.0 257.0 22 Public Utilities ...............0....... 219.7 173.8 217.7 219.7A 
Net CHONG cecsthsccdascasciescensviesss. 424.7 337.9 417.3 424.7A 8 Radio & TV ('27 Cl.—100)...... 36.9 27.6 32.8 33.1 
GOCE PAGING: .o.sisscsescesceccaseses: 15.4 9.0 99 99 8 Railroad Equipment 64.1 49.1 58.9 59.4 
4 Communications .................... 71.0 58.6 69.3 FEO, 1-20 RalKGGds: ..........<:c<<sc0sse 53.2 41.8 48.5 49.3 
DD CONEUCHONN «cgescoicecaisecssecsseisv) 83.4 57.9 82.9 A 1S OCR nos os asec dencs asec secasceees 70.6 42.3 64.4 70.64 
7 Containers ............ = 632.7 456.9 622.9 632.7A SF SRNR sovscecccscnessescecsncase 374.7 228.7 357.1 374.7A 
9 Copper & Brass .........0.00..0..... 180.5 125.3 176.4 180.5A 3 Soft Drinks ........... 433.3 339.0 421.9 410.5 
2 Dalry Products .................... 118.7 82.3 116.6 118.7A | 11 Steel & Iron 163.7 122.8 158.5 163.7A 
5 Department Stores ............... 68.8 54.6 67.2 68.8A i NII oo. cas checasacacseaesaectusaeaa 59.8 45.9 bi 51.9 
5 Drug & Toilet Articl 277.8 203.8 277.8 273.0 A AI coos osc accaiiccscacuceccantnaaeon 709.4 525.6 682.5 709.4A 
2 Finance Companies ..... 482.5 341.8 470.6 474.6 Se NGI oases: is 162.2 101.3 120.5 122.6 
2 Food Brands ............... 221.3 185.0 221.3 219.4 3 Tires & Rubber 109.6 70.4 107.0 109.6A 
2 Food Steres ............. 144.9 113.0 142.3 144.9A i NORRIE or ccc socasWassaeanacasabveet 105.2 7a 73.5 76.1 
SS RONMEMINMR 4, cccccencccsviscsucvnees 792 59.6 61.2 61.8 2 Variety Stores ...............:00:6 319.5 274.4 291.7 294.6 
4 Geld Mining .................. 760.0 502.3 577.6 602.8 16 Unclassified (‘49 Cl.—100) 125.7 97.0 118.7 119.7 





A—New High for 1953-1954. 
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Trend of Commodities 












Futures prices of domestic commodities were mostly higher 
in the two weeks ending July 12 while such imports as cocoa, 
coffee and sugar were lower in commodity exchange trading. 
The Dow-Jones Commodity Futures Index gained 1.01 points 
during the period to close at 180.32. Wheat was a speculative 
feature with the September option rising 11% cents to close 
at 207%. Mills were heavy buyers while offerings were scanty 
despite the large harvest, indicating that a great many farm- 
ers will seek the protection of the Government's loan umbrella. 
The Department of Agriculture’s report on the 1954 wheat 
crop indicates that acreage reductions do not mean a pro- 
portionate cut in the harvest. Thus wheat acreage this year 
was reduced by more than 20% while the crop will be only 
about 15% lower. What is more, unused acreage is diverted 
to other crops, making for unwieldy surpluses in those prod- 
ucts. September corn was up 1% cents in the two weeks end- 





——, 












ing July 12. The Government has forecast a 3,311 million 
bushel crop for this grain, second largest in history and wel 
above last year’s 3,177 million bushels. However, growing 
conditions from here on in will be the important factor jy 
determining future price movements. Meanwhile, the CCC 
continues to offer corn from its holdings, impeding any up 
ward price movement. Cotton futures have edged forward 
in the fortnight ending July 12 and the October future ho; 
gained 21 points to close at 34.06 cents. The Government; 
Crop Reporting Board estimates that 19,961,000 acres hay 
been planted to cotton this year, a sharp reduction from lay 
year’s 25,244,000 acres. At average yields for the past ten 
years this would make for an 11.3 million bale crop whic 
is somewhat below expected consumption for the season 
which started July 1. 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26,1939—63.0 Dec. 6, 1941—85.0 






1953-54 1952 1951 1945 1941 1939 1938 1937 
ROMBIN oiss bi cosaseves 162.2 181.2 215.4 111.7. 88.9 67.9 57.7 86.6 
MOU iss cucscsccueae 147.8 160.0 176.4 98.6 58.2 489 47.2 54.6 
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1953-54 1952 1951 1945 1941 1939 1938 1937 reach 
Seer 181.9 192.5 2145 958 743 783 658 938 1956 
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A new cash register that does just about every- 
thing but actually hand a shopper the correct change 
due on a transaction soon will be making its appear- 
ance in supermarkets and other retail outlets. The 
mew machine, a product of The National Cash Regis- 
tr Co., will, however, eliminate the necessity of 
‘mental arithmetic on the part of the shopper and 
the clerk; the machine provides the answer. It will 
also compute refunds on bottles and credit coupons 
and deduct the amounts from the total due. The 
T fnal step is change computing. In payment of pur- 
chases totaling, for example, $6.47, the shopper prof- 
fers a pay-check for say, $121.67. This latter amount 
is recorded on the register, the operator pushes a 

button and the amount of change due is shown at 
the top of the machine and printed on a slip, to- 
gether with all other items involved in the trans- 
action. This is given to the shopper who then has 
d a complete record or statement of purchases, re- 
funds, if any, the amount proffered in payment and 
the amount of change received. 








Nash Motors, a division of American Motors Corp.. 
z now has available a combined refrigerating and 
heating system in its Rambler two- and four-door 
series. Like the system recently introduced in the 
Nash Ambassador and Statesman models, the Ramb- 
ler All-Weather Eye air conditioner is an integrated 
unit which refrigerates, heats, ventilates and filters. 
In operation, fresh outside air enters the intake, 
passes over a baffle to remove rain water, and is 
then directed through the filter which removes dust 
and pollen. 








A new reactor will be designed, built, and oper- 
ated by North American Aviation, Inc., as part of the 
Atomic Energy Commission’s program to develop 
competitive nuclear power. The reactor, called the 
SRE (Sodium Reactor Experiment) will be a “so- 
dium-graphite” type generating 20,000 kilowatts of 
energy in the form of heat. The entire project will 
cost about $10 million, including research and de- 
velopment, with North American assuming $2.5 mil- 
ion of the cost. The company will also provide land 
for the reactor site, located near its present rocket 
engine field test laboratory. Work with the SRE is 
expected to provide some of the detailed engineering 
experience and to develop some of the operational 
equipment needed to produce economical nower. The 
development of fuel elements and various combina- 
tions of fissionable materials for the reactor core 
will be an important part of the program. 





General Services Administration has entered into 
4 contract with Dow Chemical Co., which calls for 
the latter to expand capacity of its present titanium 
facility at Midland, Mich., so that production will 
teach five tons of titanium sponge a day by July, 
1956. Under the agreement, GSA may purchase a 
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maximum of 2 million pounds produced before July, 
1956, if the company does not find other markets 
or GSA exercises its option to buy. Price for the first 
6,000 pounds bought in any month will be at the 
market. The balance will be priced at $5 a pound or 
at the lowest figure at which the company offers 
metal to any other purchaser. 


Immediately following withdrawal by the ICC 
of its objections to “piggyback” service by the rail- 
roads, the Baltimore & Ohio got its new “Tofcee’”’ 
(trailer-on-flatcar) operations going by providing 
this type of hauling between Philadelphia and Balti- 
more, Pittsburgh and Chicago, and Cincinnati and 
St. Louis. The road is equipping standard 53-foot 
flat cars, each capable of carrying two 24-foot high- 
way trailers, for this service. The company states 
rail charges will be substantially the same as those 
of the common carrier truck lines onerating between 
the several cities. 


The United States Steel Corp., has filed with the 
SEC a registration statement covering $300 million 
principal amount serial debentures maturing from 
August 1, 1955 to August 1, 1964. Of this total, it is 
expected that $225 million debentures will be offered 
to the public, with the $75 million balance being 
withheld for sale to the U. S. Steel and Carnegie 
Pension Fund, trustee of a pension trust, established 
for the benefit of U. S. Steel’s employees. Proceeds 
of the issue will be used for corporate purposes, in- 
cluding future property additions and replacements 
and to restore in part working capital expended in 
the corporation’s expansion and modernization pro- 
gram which has involved more than $1.5 billion in 
the last five years. As of March 31, 1954, the esti- 
mated amount required to complete authorized re- 
placements and additions was approximately $291 
million. 


Poison ivy and poison oak sufferers are promised 
new relief through Parke, Davis & Co.’s “Ziradry]” 
which makes use of the metal zirconium to neutral- 
ize the effect of these baneful weeds. The company 
states “Ziradry]” cream helvs protect against in- 
flamed skin as a result of contact with poison ivy 
or oak if the ointment is applied prior to exposure 
or as soon as possible thereafter. It also helns to re- 
duce inflammation and itching, according to the 
company. 


Celanese Corp of America is said to have devel- 
oped a new acetate yarn that it believes will prove 
a strong competitor with both cotton and nylon. The 
new product, called a “modified acetate’, is under- 
stood to have a higher melting point than conven- 
tional acetate; has higher dyeability, and its better 
reaction to laundering, it is said, is indicated by 
improved pleat retention after repeated washings. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





F. W. Woolworth Co. 


“IT have owned stock in F. W. Wool- 
worth for a number of years and as the 
stock has not participated much in the 
strong advancing market of the past 
10 months or so, I was wondering 
whether I should dispose of this issue. 
I would appreciate receiving late infor- 
mation in regard to the company and 
particularly its plans for the future and 
also your advice whether I should sell 
or retain the stock.” W.R., Salem, Ohio 

F. W. Woolworth stock has a 
good record of earnings stability 
over a long period of years and 
as income yield at current market 
of approximately 42 is about 6%, 
to those investors primarily inter- 
ested in stable income, the shares 
merit retention. 

The company is in a good, 
strong financial condition. On De- 
cember 31, 1953, its current as- 
sets amounted to $177,033,913, 
while current liabilities were $49,- 
292,654 providing a working capi- 
tal of $127,741,259. The board of 
directors had previously approved 
the borrowing of $35 million from 
the Equitable Life Assurance So- 
ciety, to provide additional funds 
with which to continue the ex- 
pansion and improvement pro- 
gram. This loan was consummat- 
ed during the last year. 

Last year, the company spent 
$26,083,276 for the development 
of new stores and the improve- 
ment and enlarging of existing 
stores. This expansion and mod- 
ernization program is being con- 
tinued to obtain the greatest pos- 
sible efficiency of operation, and 
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to provide attractive and satis- 
factory stores in which customers 
may shop. 

In the five months ended May 
31, 1954, sales were up 0.5% and 
further moderate gains are likely 
over the balance of the year, aid- 
ed by new stores and conversion 
of a large number of stores to self 
service. Profit margins may widen 
somewhat; a slight gain in British 
dividend income can also be an- 
ticipated. Sales of merchandise 
for the year 1953 amounted to 
$713,870,368, which exceeded the 
previous year’s sales, the highest 
in the history of the company, by 
$1,215,235, or .17%. Competition 
in the industry has intensified. 

Net income for 1953 amounted 
to $29,766,335, or $3.07 per share, 
which compared with $31,533,307, 
or $3.25 per share for the year 
1952. In 1952 there was a non- 
recurring income item of $1,842,- 
069 and this was a tax refund. 
Without this item, the earnings 
per share for 1952 would have 
been $3.06. 

Taxes deducted from income 
amounted to $41,481,813 last 
year, equal to $4.27 per share, 
being slightly less than the 1952 
taxes. 

The disbursements for divi- 
dends amounted to $24,259,016 
for 1953, representing $2.50 per 
share. During the year, stock- 
holders received four quarterly 
dividends of $0.50 and an extra 
dividend in the amount of $0.50 
per share, paid March 5, 1953. 
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An extra of 50c was also paid in 
March 1954, Total dividend pay. 
ments may again amount to $2.50 
per share, to equal same total of 
last year. 

At the close of 1953, Woolworthf 
had in operation a total of 9 
self-service stores, all except thre 
of them having been opened dur. 
ing that year. At the present tim 


there are 125 in operation. Ex 
perience from these self-servicf 
outlets have been for the mosf 
part quite favorable. The company 
expects to increase its sales vo-[? 


ume this year. 


international Shoe Co. 
“T only want to hold stocks of corport- 


tions with stable earnings. Have recent} 


earnings of International Shoe Co. 
qualified for inclusion in this group! 
Please report recent data.” 


P. N., Nashville, Tenn 
is thefj 


International Shoe Co. 
largest shoe manufacturer in this 
country. Production is _ about 


equally divided among men’sfs 


women’s and children’s — shoes 
Earnings in recent years have 
shown good stability as evidenced 
by the following figures: 1951 


$2.61 per share, 1952 $2.44, 1953. 


$2.93. 


six months ended May 31, 1954 
amounted to $1.49 compared with 
$1.41 in the corresponding period 
of the prior year. The $5,050,544 
of net income was 5% greater 
than the $4,793,546 in the prior 
year. The increase resulted prin 
cipally from lower federal taxes 
on income. Income before feder- 
al income taxes of $10,543,703 was 
approximately 4% less than the 
$10,986,458 in the prior year. 
Consolidated net sales of $120, 
047,699 were 3% less than the 
$124, 160,469 in the prior year. 
Comparisons with the same period 
last year are affected by the ex- 
tremely high rate of operation by 
the industry and the company in 
the first six months of 1953. Infi 
the six months ended May 31, 
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1953, the industry produced at an 
annual rate of 535 million pairs 
of shoes and International Shoe 






Curre 
the & 
year, 
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oduced at an annual rate in ex- 
ess of 61 million pairs. This rep- 
esented a continuation of a peri- 
d of over-production which be- 
van in mid-1952. Correction of 
his excess set in in the last half 
{1953 and continued in the first 
half of 1954. The industry’s pro- 
juction of 483 million pairs in 
he twelve months ended May 31, 
1954 compares with 521 million 
pairs in the twelve months ended 
. EMay 31, 1953. Over this 24-month 
Period, the total production was 
to $2 1004 million shoes, an annual av- 
total perage of about 500 million pairs— 

“Fonsidered by informed people as 
4 normal usage of shoes by the 
consuming public. This indicates 
hat the earlier over-production 
as now been corrected and that 
the below-normal production of 
the past twelve months should re- 
turn to the level of normal con- 
sumption. 
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e mos 
anal At the retail level, the year-to- 
les vo. pleat Comparisons show relatively 


minor differences. Reports on re- 
tail sales for the past twelve 
months show from even 2% to 
3% below the corresponding prior 
corport- Period. 

e recent F ‘ e ° 
hoe (if Selling prices have remained 
group'funchanged since April 1953 ex- 
cept for adjustments made for 
d merchandising purposes. Some 
is thefimprovement in the company’s 
in thisfmargins from more favorable 
about fhide and leather markets was off- 
men’s fset by increased cost of employee 
shoes. fbenefits made effective last fall. 

3 havef Orders received for the fall 
dencei § 1954 season to date are somewhat 
; 1951 Bbelow last year. Since retail sales 
!, 1953 Fare well maintained, this can be 
fstious to a continuation of a 


e, Tenn, 


or the 
, 1954 
d with 
period 
50,544 
reatet 
- prior 


cautious inventory policy on the 
part of retailers. 

The company expects a gradual 
quickening of business going into 
the fall months and the comple- 
tion of a good 1954 year. 

l Dividends in 1953 totaled $2.40 
| prin-fper share, and 60c quarterly has 
taxes fheen paid thus far in the current 
feder-Frear. Consecutive dividends have 
)3 wasfbeen paid since 1913. 

in the 
ar. Muller Brass 

$120,- ‘You have stated in your publication 
n thepiat the copper and brass fabricating 
vear. og is somewhat cyclical, but Muller 
ie: rass’ operations have been diversified 
period fond so I would like to receive late data 
Ne OX: Fv the company.” 

ion by C. R., New Britain, Conn. 
ny mf Although both sales and earn- 
93. Infings of Muller Brass Co., during 
y 3l,}the second fiscal quarter of the 
at alfcurrent year were below those of 
palrsfthe corresponding period of last 

Shoefrear, a change for the better 
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occurred during April and May, 
according to an executive of the 
company. 

New orders received in May ex- 
ceeded those received in any of 
the last twelve months and also 
exceeded shipments for the first 
time in fourteen months. 

Net sales (unaudited) during 
the second fiscal quarter which 
ended May 31, 1954 amounted to 
$12,778,426 as compared with 
$18,161,189 in the corresponding 
period last year. 

After provision for all taxes, 
net earnings for the three months 
totaled $570,896 equal to $1.06 per 
share on the outstanding common 
stock. This compares with net 
earnings of $998,375, or $1.88 per 
share in the second fiscal quarter 
of last year. 

During the first six months of 
the current fiscal year sales 
amounted to $24,250,866 as com- 
pared to $34,130,153 in the same 
period the year before. 

Net earnings during the six 
months ended May 31, 1954 were 
$1,100,615, equal to $2.05 per 
share. This compares with $1,- 
819,904 or $3.43 per share in the 
same period last year. 

The new polyethylene pipe fa- 
cility has begun preliminary oper- 
ation and commercial production 
should be under way early this 
summer. Plastic pipe will supple- 
ment production and sale of 
streamlined copper water tube. 

Because of increasing demand 
for streamlined copper water tube 
for plumbing and heating, addi- 
tional equipment is being installed 
in the copper tube mill. When this 
expansion is completed early in 
fiscal 1955, the company’s pro- 
duction facilities for copper tube 
will be doubled. 

Dividends including extras 
totaled $1.10 a share in 1953, and 
$1.20 has been paid thus far in 
the current year. 


Cosden Petroleum Corporation 


“You have presented excellent articles 
on the petroleum industry and included 
all important data on the major com- 
panies. I would like to receive informa- 
tion on a relatively smaller unit in the 
industry, Cosden Petroleum Corp. as to 
recent earnings, crude production, ete.” 

B. N., Rutherford. N. J. 


Cosden Petroleum Corp. for the 
fiscal year ended April 30, 1954 
reported the highest annual gross 
operating income and net income 
in its history. Gross operating in- 
come for the latest fiscal year tot- 
aled $45,040,073, an increase of 
nearly 17% over income of $38,- 
627,556 reported for the preced- 
ing fiscal year. 

After provision of $1,417,000 
for Federal income and excess 
profits taxes, net income for the 
year ended April 30, 1954, 
amounted to $2,813,848, equal to 
$3.47 per share on 810,164 shares 
of common stock then outstand- 
ing, giving effect to a 20% stock 
dividend paid in August, 1953. 
Net income for the year ended 
April 30, 1953, after provision of 
$974,000 for taxes, amounted to 
$2,342,322, equal to $2.89 per 
share on the basis of the same 
capitalization. 

The company recently com- 
memorated its twenty-fifth anni- 
versary and revealed that net 
crude oil reserves at the fiscal 
year-end totaled 17,076,785 bar- 
rels, representing a gain of 2,- 
458,894 barrels during the year. 
Of 61 wells drilled, 58 were com- 
pleted for commercial use and the 
remainder were abandoned as dry 
holes. 

At the company’s Big Spring, 
Texas, refinery, one of the largest 
rail-shipping inland refineries in 
this country, 7,808,833 barrels of 
crude oil were processed during 
the year. Production of refinery’s 
principal product, gasoline, was 
expanded 20%. The company ex- 
pects to make its first shipment 
of Grade 115/145 aviation gaso- 
line under contract with the U. S. 
Government in July of this year. 

Sales of petrochemicals during 
the past fiscal year exceeded $4 
million and included benzene, to- 
luene, mixed xylenes, papa-xvylene, 
polybutene and others which are 
the basic building blocks for a 
variety of products from plastics 
to pharmaceuticals. 

Dividends of 25 cents quarteriyv 
have been paid thus far in the 
current vear. In 1953, 75 cents in 
cash was paid plus 20% in stock. 

—END 
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Is There No Ceiling 
To Union Demands? 





(Continued from page 507) 


power, in the sense that the in- 
crease would have been absorbed 
by rising prices and rising taxes. 
But during the period in ques- 
tion, his income has apparently 
about tripled. In effect, therefore, 
his real income, after accounting 
for the effects of rising prices and 
taxes, has increased roughly 50% 
against a nominal increase of 
180%. 
Effect of Inflation on Wages 


‘However, there is little positive 
evidence that unionization, with 
its accompanying “wage de- 
mands” flung across a labor-man- 
agement conference table, has 
contributed importantly to this 
increase. In fact, there is good 
ground for arguing that the im- 
provement in the wage-earners’ 
lot has arisen through a mech- 
anism that is wholly apart from 
labor-management negotiation, 
and even largely independent of 
the rise in dollar wages paid. The 
simple fact of the matter seems 
to be that excessive wage demands 
of labor have merely been re- 
flected in higher prices for what 
labor buys, while the real prog- 
ress in buying power has come 
from the increasing productivity 
of the factory worker under a 
system in which he is gradually 
provided with more and better 
tools with which to work. 

In other words, labor’s gain— 
its real gain in living standards 
—has closely paralleled the gains 
in its productivity, not the gain 
in its wage rate. Since the turn 
of the century, productivity—the 
output per man-hour in manufac- 
turing—has been increasing at 
about 3% per year. In some years 
the increase has been less than 
3°, in other years more, but even 
in recent years there has been a 
pronounced tendency toward a 
long-term 3% rate of increase in 
the average man’s production per 
hour. 

The real average earnings of 
the manufacturing worker have 
likewise tended to rise at about 

% per year. This implies that 
wage imcreases in excess of 3% 
per year are lost to the worker, 
lost through the mechanism of 
rising prices. T e early 1950’s 
have provided a striking example 
of how this mechanism works. 
In 1951, the American business 
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system was suddenly placed un- 
der forced draft owing to the 
threat of a third World War. Less 
efficient labor, and less efficient 
machinery, were called into pro- 
duction, and productivity actually 
stopped rising as a result of 
general operating inefficiencies. 
Nevertheless, in that year labor 
was granted an increase of some- 
thing like 8% in its basic wage 
rate. Result: unit labor costs rose 
exactly 8%. Inevitably, the prices 
paid by labor, and by all other 
consumers, rose nearly 8%. Of 
the 12.5 cent increase in the hour- 
ly wage rate from 1950 to 1951, 
all but a penny was lost to in- 
flation. 

In contrast, by 1953 the en- 
larged labor force has been ad- 
justed to industrial requirements 
of half-military half-civilian econ- 
omy, and highly efficient new ma- 
chinery had been provided by 
management. Productivity rose 
sharply-—so sharply that the unit 
labor cost of manufacturers rose 
only 1%, in the face of a 6% in- 
crease in the hourly wage rate. 
Result: consumer prices showed 
little change, and the wage earner, 
whose dollar wage went up only 
ten cents, showed a gain in real 
purchasing power of more than 
eight cents. His 1951 wage in- 
crease was 25% bigger than his 
1953 increase; but his gain in 
purchasing power was eight times 
bigger in 1953 than in 1951. 


The Harm of Excessive Wages 


All of this suggests that wage 
increases by themselves do little 
to improve the position of the 
hourly worker. But this is only 
a part of the story; they frequent- 
ly can do considerable harm, both 
to the factory worker and to the 
remaining groups in the Amer- 
ican economy. It has already been 
noted that wage increases, in to- 
day’s heavily unionized economy, 
tend to follow patterns. Efforts 
to maintain their wages at levels 
comparable with those prevailing 
in other industries have wrought 
havoc within the textile industry, 
where productivity has risen rela- 
tively slowly. Wage rises that 
mechanized manufacturing and 
could be absorbed in more heavily 
processing industries yielded, in 
the textile industry, a sharp rise 
in labor costs. In recent years, 
this rise has proven to be wholly 
uneconomic, and the consequences 
have been severe unemployment 
and even a vast regional shift of 
the industry into lower-cost areas. 












And because they operate 4; 
rectly to raise prices, wage ig 
creases have struck hard at tha 
welfare of large groups who sy 
sist on a fixed or relatively fixe 
income. For these fixed-incon, 
groups, the doubling of retaj 
prices since 1939 has about halvej 
the purchasing power of thei 
dollars, while rising taxes hay 
compounded their loss. A mar. 
ried couple with two childre, 
with income of $3000 in 193) 
would now require $6135 a yea 
to merely maintain their 193% 
standard of living. A family with 
an income of $5000 in 1939 woul 
now need $10,614 to maintain the 
same purchasing power, and i 
would now take $22,626 in grog 
income to equal the living stan. 
ard purchasable in 1939 for $10, 
000. In the final analysis, it is the 
fixed income group that pays the 
piper for labor’s tunes, whe 
those tunes take the form of e. 
cessive wage demands. —EN) 
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rent cheaper dollar. This, hovw- 
ever, is not true of working capi- 
tal where the results, according ti 
the table, are highly mixed, many 
companies showing a relative de. 
cline in the real value of working 
capital but this has been due to 
the active employment of thes 
funds in new capital program 
relating to the immense corporate 
expansion of the past 15 years. 
One may simplify this quite 
complicated subject by calling at- 
tention to the fact that more of 
the 15-year inflation has been re- 
flected in the amount of dividends 
paid and in physical values than 
in stock values. This may seem 
incomprehensible to investors who 
are thinking only in terms of the 
rising prices they see in the daily 
quotations but who fail to relate 
these prices to the depreciated 
dollar. If they make this neces- 
sary adjustment, however, they 
will quickly see that despite the 
very large advances which have 
taken place in quoted prices in 
the past decade and a half, the 
inflated physical plant values and 
inflated earnings have not bee! 
fully reflected in stock prices, de- 
spite the latter’s advances. 
Perhaps an even more conven- 
ient approach would be to com- 
pare the Dow-Jones average for 
(Please turn to page 542) 
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SMOKING PLEASURE ... PAST AND PRESENT 
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The comp etition P. LORILLARD COMPANY 
509) Cigarettes 
- was smart ! aa 
1g Capl- + EMBASSY 
rding to — 
1, many . 
tive de- In the late 1700’s, the competition in the tobacco trade Smoking Tobaccos 
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due to smartest we think—hit upon a clever scheme for improv- FRIENDS 
f these ing his products. INDIA HOUSE 
ograms , : : Cigars 
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7 f. the their products. 
es and 
t been 
es, de- FP d Ly y/ 
onven- ° i a a 
» com- 
ge for AMERICA’S OLDEST TOBACCO MERCHANTS - ESTABLISHED 1760 








TREE! 





RL — TTT EO SN NON ARR eR SE SY SPER PRE 





Comparing 1939 with 1954 
Stock Prices 





(Continued from page 540) 


August 1939 of about 125 with 
the current average of about 340. 
Although this is a purely arbi- 
trary measurement, it will suf- 
fice as a basis of comparison. The 
1939 averages of 125 are ex- 
pressed in 100-cent dollars but 
the 1954 averages are in 54-cent 
dollars. If current averages were 
expressed in terms of 1939 dol- 
lars, they would be stated at 183, 
instead of 340. On that basis, the 
rise would be about 50% instead 
of over 175% as appears to be 
the case, if no adjustments are 
made for the depreciation in the 
dollar. 

To the long-term investor this 
subject is by no means of aca- 
demic interest. Investment pro- 
grams that do not take into con- 
sideration important fluctuations 
in the value of the dollar are not 
truly effective. In a period of in- 
flation, the value of the original 
full dollar, no matter how in- 
vested, is chipped away and, as 
we have seen, the depreciation is 
not quite fully compensated for. 
A quick glance at columns one, 
five and six will show this to be 
the case in the majority of in- 
stances. As for investments in 
fixed-income bearing securities, 
such as high-grade bonds and pre- 
ferred stocks, the real loss in 
value after prolonged price infla- 
tion should be apparent. 


As we have seen, the real gain, 
on average, for representative 
stocks up to date has been in the 
neighborhood of 50%. In order 
to have kept even with the effects 
of inflation, which has roughly 
cut the value of the dollar in half, 
it would have been necessary for 
the gain to be about 100% in 
terms of 100-cent dollars. If the 
investor has kept stocks for 15 
years and they have not increased 
in value by at least 100% in terms 
of 100-cent dollars, he has lost 
relatively, no matter what the 
price of his shares today. 


Stocks Which Have Kept Pace 


For the convenience of our 
readers, we now indicate which 
of the 30 stocks listed in the table 
have kept pace with the depreci- 
ated dollar and which have fallen 
substantially behind: 

Among the industrial stocks 


542 


which have more or less fully 
compensated for the depreciated 
dollar are: Aluminum Co. of 
America, Bethlehem Steel, Doug- 
las Aircraft, Dow Chemical, Du 
Pont, General Electric, Goodyear 
Tire, Gulf Oil, Standard of New 
Jersey, Texas Co., Union Carbide 
and Westinghouse. Among the 
rails, Atchison and Southern 
Rwy., of the three listed, have 
adequately kept pace market- 
wise. None of the utilities listed. 
have kept pace; in fact, A.T.&T. 
is far behind on a comparison of 
real dollar values today with 
those 15 years ago. 

As indicated previously, the 
situation is more promising when 
it comes to dividends. Here, the 
volume of dividend payments has 
more adequately kept pace with 
inflationary conditions. Among 
the stocks whose present divi- 
dends, in terms of 100-cent dol- 
lars, compare favorably with 
1939 are: 

Bethlehem Steel, Douglas Air- 
craft, Dow Chemical, General 
Electric, Goodyear Tire, Gulf Oil, 
Johns Manville, Standard of N. J. 
and Union Carbide. 

The rails paid no dividends 
in 1939. Under these circum- 
stances present payments con- 
stitute a full net gain. In terms 
of 100-cent dollars, the utilities, 
on a comparison between 1939 
and 1954 have not kept pace, the 
A.T.&T. dividend being worth a 
good deal less in 100-cent dollars 
than in 1939. 

Aside from exceptional cases as 
noted, we have seen that common 
stocks have not constituted a full 
“hedge” against inflation. But we 
have considered this fact from the 
viewpoint of the investor of 15 
years ago. The situation is quite 
different if we look at it, for ex- 
ample, with the eyes of the invest- 
or who bought stocks five years 
ago. In this case, he has been 
using, for investment, not 100- 
cent dollars as in 1939, but cheap- 
er dollars. As is most likely, if 
he invested in the best-grade com- 
mon stocks, the net gain in mar- 
ket value has far exceeded the de- 
preciation in the dollar which 
took place between, say, 1949 and 
to-day. This value dropped from 
62 cents to the present 54 cents. 
Obviously, the investor lost little 
by the depreciation in this period 
and therefore had the more or less 
complete advantage of the rise in 
his stocks that occurred between 
1949 and 1954. It may be argued 
from this that stock purchases in 
the very early part of a long in- 
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flation are less productive in ye 
values than towards the end, = | 
The comparison between th oney 
real results obtained by the 193 am 
investor and those obtained @™ 
the 1949 investor indicates th 
great merit which “dollar-averg gal 


ing” has in a period of inflatio, ot 1 
This would enable the investy her 
to take advantage, not only of jr, igh ys 
portant price changes in stock “gh r 
but equally important, wow “e 
more effectively enable him + i ‘f 
counter the effects of gener; ae 


price inflation. 
In this study, we have conce® 
ly, we have concenfi sg 
trated exclusively on the effec’ subi 
of inflation on common. sto a 
prices. As such, the conclusion; if 
are necessarily somewhat. arti og 
trary as they are limited by cof, ¢ 
siderations which involve change ‘his 
in dollar values solely in relatin : 
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to stock prices, dividend boo aged 
value and working capital. Ove ken 
and above these considerations 1 han | 
main the great factors which ‘heal 
termine security values, such a oe 
management, growth potentiakf. ctor 


and strategic position within the sted 
industry. These still must con 
tinue to be evaluated on their ow 
terms, without respect to the in. 
fluence of inflation. Nevertheles;, 
the latter cannot be ignored if: : 
complete analysis of the action of nll , 
common stocks is to be obtaine( og ; 
in a period of great economic init 
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Bank Stocks Under New 

Credit Policy Bar 
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tained. Holdings of government fippre 


and other securities are up sub-§lutlo 


stantially as compared both witiffts in 
the year-end and with a year ago.gilnue 
The U.S. Treasury will come into fans 
the market during the second haligsame 
of calendar ’54 for an estimateiffither 
$10 billion of new money, whichft th 
will probably expand bank credit/erso 


by several billion. exche 
rant 

Trend in Yields sonal 

Ea 


Yields on high-grade securitie this 
have been declining, yet that doesfequa 
not affect very directly the totalffor t 
return on investments, because 0!four t 
the assortment of maturities tha'fearn: 
are held and the continual switch ll, 1 
ing among issues that takes placefiivic 
Banks have to consider not onlyfmar; 
the current yields on cost pricegthat 
but also the effect of capital gain‘ftivic 
or losses, and the widely differing{ their 
rates of tax applicable. 
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For example, last year when 
;ney rates were tight and gov- 
ment bonds were depressed, 
rany banks sold some issues and 
stablished capital losses, to offset 
yainst income and excess profits 
bxes payable. They then bought 
ther issues, at low prices and 
igh yields, This year, with condi- 
ions changed again, the banks 
| wollte selling out their purchases at 
Z Pi od profits—subject only to capi- 
im i) gains taxes. They are then 
Seneri@ wing back similar issues, often 
ying a premium. The current 
eld, is considerably lower, but 
s subject to the regular 52% in 
leral income tax (plus state 
ax, if any) and the premium cost 
nay be amortized as a deduction 
rom current income. As a result 
{this somewhat complex switch- 
ug operation, the banks are now 
na position to realize a much 
igher net return over the year 
han had they held on to their 
‘heap’ bonds obtained last year. 
Another continuing favorable 
factor in the bank outlook as com- 
pared with a year ago is the expi- 
ation of the federal excess profits 
ax at the end of 1953. Not only 
vere the earnings of many of the 
hanks subject to this tax at the 
mate (including normal tax and 
surtax) of 82%, but many attrac- 
tive earnings possibilities were 
einitely foregone because of the 
high tax rate then prevailing. 
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Bank Stock Prospects 





New 





Bank stocks still are attractive 
——fainly because of their stability 
511) fearnings and dividends, rather 
than any great likelihood of price 
‘rnmeitfappreciation in the near future. 
up sul-@utlook for the second half-year, 
th withffas indicated above, is for con- 
ar agi.ginued good returns from their 
me int)fans and investments, and the 
ynd halffsame holds for the revenues from 
timatelfther major service departments 
, whichfof the big banks—corporate and 
< credifersonal trusts, foreign trade and 
xchange, domestic and foreign 
ranches, travelers’ checks, per- 
nal loans, and so on. 
_. | Earnings for the first half of 
curitiefithis year, in most cases, were 
at doefequal to or slightly above the rates 
e totaffor the full year 1953, as shown in 
ause Ofour table of statistical data. Such 
es thaifaamings have been running at 
switch to 2 times the rate of current 
s placeflividend payment, giving a wide 
ot onlyfmargin of safety. It is possible 
pricefthat some banks might raise their 
1 gainflividend rates moderately, yet 
fferingftheir policies are likely to continue 


(Please turn to page 544) 
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RESOURCES 


( 

Cash and Due from Banks . . . . 
) U. S. Government Obligations. . . 
{ 

, State, Municipal and Other Securities. 
Mortgages . . «© + « © «© «© @ 
. , RS & ws et. 2 er aS 
i 

) Accrued Interest Receivable . . . 
i Customers’ Acceptance Liability . . 
Banking Houses . .« « »« « « « 
) Other Assets . © « © © © «© « 
LIABILITIES 
Deposits. . . . 

Foreign Funds Borrowed . 


Reserves—Taxes and Expenses. 
Other Liabilities 
Acceptances Outstanding 
Less: In Portfolio 
Capital Funds: 
Capital Stock. . $111,000,000.00 


(7,400,000 Shares— 
$15 Par) 


———— — EEE 


Surplus. . . 219,000,000.00 


Undivided 


Profits. « - 60,299,390.72 





THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


STATEMENT OF CONDITION 


$1,372,624,418.89 
1,267,914,789.71 
579,420,233.30 
68,363,286.85 
2,282,637,187.22 
14,833,453.13 
50,757,207.64 
32,103,593.51 
10,072,341.58 
$5,678,726,511.83 





$5,174,415,072.21 
9,180,187.00 
28,612,680.61 
24,527,167.51 
57,463,031.83 
5,771,018.05 


___390,299,390.72 
$5,678,726,511.83 





United States Government and other securities carried at 
$487,691,260.00 were pledged to secure public and trust de- 


posits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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Bank Stocks Under New 
Credit Policy 





(Continued from page 543) 


conservative in view of their de- 
sire to buiid up further their capi- 
tal funds relative to their deposit 
liabilities. Average yield at pres- 
ent market prices of the 20 largest 
banks given is approximately 
4.3%, compared with 4.5%, at 
the beginning of this year. 

Particularly pleasing to the 
banks in New York and Chicago 
was the action by the Federal Re- 
serve last month reducing from 
3 to 2 percentage points the dif- 
ferential in the legal reserves re- 
quired to be held against demand 
deposits. Such relief had _ been 
urged for years by leading bank- 
ers, as well as banking associa- 
tions, bank stock analysts, and 
bank supervisory authorities. 
Such differential had justification 
in the years before the Federal 
Reserve System was inaugurated 
in 1914 but is now outmoded. The 
change will cut down, though not 
entirely eliminate, the penalty on 
these two centers. Accordingly, it 
makes their stocks more attrac- 
tive. 

Moreover, business activity 
cleared through the New York 
banks this year has grown at a 
much faster rate than that of the 
rest of the country. For exampie, 
bank debits in 345 centers 
throughout the United States 
during the first five months were 
about 8% ahead of the same veri- 


od of 1953, but all of the gain was 
concentrated in New York City, 
which was 18% ahead. Total 
debits in the other 344 centers 
were practically unchanged. 


Some Individual Situations 


Bank of America, at San Fran- 
cisco, the world’s largest non-gov- 
ernment bank, reported earnings 
of $1.57 for the half-year, com- 
pared with $3.11 for all of 1953. 
With a current dividend of $1.60 
and a price of around $36, the 
yield is around the average of 
4.5%. This bank operates over 
500 branches in California and ad- 
joining states and offers a com- 
plete line of banking services—in- 
cluding agricultural and real es- 
tate mortgage departments. It has 
established an enviable record of 
growth in resources and earnings, 
and enjoys a high rating in in- 
vestment circles. 

Manufacturers Trust Company, 
the fourth largest bank in the 
United States, has shown aggres- 
sive growth over a long period of 
years. It offers a widely diversi- 
fied line of banking service and 
operates over 100 branches in 
Greater New York. Earnings for 
the first half-year were $2.84 per 
share, compared with $5.81 for 
the full year 1953. With a divi- 
dend of $3.00, increased last year, 
and a price around $69, the yield 
is around the 4.5% average for 
the group. 

First National Bank of Chicago 
is one of the few big banks that 
has not split its stock, which at 
the beginning of the year had a 
book value of about $215 per 











LOANS & INVESTMENTS 

Loans & Investments — Total 

Loans — Net 
Loans — Gross 
Commercial, Industrial, Agricu!tural 
To Security Brokers & Dealers 
Other Security Loans 
Real Estate Loans 
Loans to Banks ... 
Other Loans 


U. S. Government Securities 
Other Securities 


DEPOSITS 
Deposits — Total .. 
Demand — Adjusted 
Time... srotbases 
OD, Be SOOVi..:....565052 








Changes in Deposits and in Loans & Investments of the 
Weekly Reporting Member Banks in Leading Cities 
(In Millions of Dollars) 


Domestic Banks aie . wz , bones m : : 
Pam IIIS 5s ops Gs 5c Nats oucborastasisesessespcscs 


Total ———Changes Since 

June 30, 1954 Dec. 31, 1953 June 30, 1953 
$81,031 — 307 +4,486 
39,141 —1,921 — 508 
39,792 — 1,892 — 477 
21,882 — 1,506 — 703 
2,379 + 132 + 660 
899 + 31 + 144 
6,669 + 189 + 367 
190 — 491 — 758 
7,773 — 247 — 187 
33,668 + 880 +-4,167 
8,222 + 734 + 827 
. 90,862 — 480 +5,146 
53,320 —2,857 + 500 
20,874 +1,368 +2,311 
4,247 +1,468 +1,591 
eee 11,159 — 409 + 766 

jatar 1,262 — 30 — 22 d 
ocieaiiinen a A 
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share. It pays an $8 dividend a 
is currently selling around $2g7fnese, cl 
the highest for any of the tg™ther proc 
banks with the exception of tijular is 
First National of New York. Thigreece’s 1 
bank is No. 6 in size in the U. @ While G 
and, together with its close riysfmearly S¢ 
the Continental & Commercial Ngains a 
tional Bank of Chicago (No. 7jistry sti 
is one of the most prominent jg and e! 
the Midwest. It has an outstanhust be : 
ing long-term record and _hig@ew work 
investment rating. There wouifhloyment, 
seem to be possibilities of eithMer-emplo 
a dividend increase to raise thoblem. | 
yield, now only 2.8% on the pred intende 








ent price, or a stock split-up, ait the ¢ 
‘Nelopmen 


both. 







ost SOM 
anced. 
reece’S 
onsum pt 
huced oY 
nave to Yr 
its bu 
ourse 
‘Behievem 
made, in 
if some 
by the A 
reece W 
inue to 
The ¢ 
teps to 
ional pa 
ple, of 
brarned b: 
he smal 
reek ¢ 
boes tO 
sable 1 
hange. 
rols mc 
otal the 
ept Gre 
tates. ' 
bulk of 
ome 6 1 
nder th 
luras, I 
ties in| 
ates, 








Behind the Scenes 
Around the World 
















(Continued from page 516) 


based chiefly on the center partie 
but requiring leftist support, wer 
not only unstable but for politic: 
reasons were unwilling to r 
trench and to tackle the chronif 
inflation which was the country’ 
basic ailment. In 1952, however 
under the urgings of the U. § 
Embassy in Athens, the Gree 
Constitution was modified, ani 
the elections in the fall of 195 
were conducted under the tw 
party system for the first time 
The elections brought to the for 
the rightist element, Marshd 
Papagos’ Greek Rally Party, with 
a parliamentary majority such a 
few Greek Governments had beet 
able to count on before. 

The Papagos Government in- 
mediately set to work getting 
Greece on her feet, particularly 
as American aid was being witl- 
drawn gradually and was to cea 
altogether in 1956. The chid 
architect of the new government’ 
economic strategy has been the 
Minister of Coordination, Spyro 
Markezinis. In April 1953, Mr. 
Markezinis devalued the drachm 
to half of its former value in re 
lation to the dollar. The devalua- 
tion was hard on traders, but il 
stimulated agricultural produc 
tion and exports. Particularly 
helped were exports of tobacco 
production of which had suffered 
as a result of high costs. 

Next, Mr. Markezinis worked 
out a Five Year Development Pro: 
gram, the purpose of which is t9 
reduce the gap in Greece’s inter 
national payments by means 0 
land improvement, the develop 
ment of water power, and the ex 
ploitation of the country’s min 
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val wealth. Greece is rich in iron 
nd aye, bauxite, magnesium, man- 
| $287nese, chrome, lead, silver and 
he tq@ther products, Germany in par- 
of tigeular is showing interest in 
k. Thigreece’s mineral wealth. 
e U.@ While Greece is becoming more 
e rivymearly self-supporting, she _ re- 
‘ialNdfains a poor country. With in- 
No. TjMustry still relatively undevelop- 
1ent jf and emigration difficult, jobs 
tstanifust be found for about 60,000 
1 higfew workers every year. Unem- 
Woulgloyment, or more accurately un- 
-eithaer-employment, is Greece’s main 
ise throblem. The Five Year Program 
€ pred intended to help in this respect, 
Up, «ut the question is how the De- 
—ENgeopment Program, which is to 
gst some $250 million, can be 
manced. If it is financed out of 
reece’S own resources, either 
sumption will have to be re- 
luced or the Government will 
ave to resort to deficit financing 
n its budget operations. Either 
- wengeurse would endanger’ the 
‘litied chievements made SO far—and 
to egeade, incidentally with the help 
nig. Some $1.2 billion contributed 
nt! the American taxpayer. Thus 
“'‘Breece will probably have to con- 
inue to get some help. 
Gree The country must also take 
eps to strengthen her interna- 
; 195 inal payments situation. For ex- 
“Buple, of all the foreign exchange 
tied umed by Greek shipowners, only 
o fal he small proportion sent back by 
wal reek crews to their families 
” with hoes to add to Greece’s actual 
cha sable receipts of foreign ex- 
hee hange. Yet Greece today con- 
rls more shipping tonnage, in 
ta otal than any other country ex- 
sting ept Great Britain and the United 
alagi tates. The trouble is that the 
with bulk of Greek-owned tonnage— 
conseeme 6 million tons—is registered 
chid nder the flags of Panama, Hon- 
wuras, Liberia, and other coun- 


rents: 
theres in order to escape Greek tax 
| ates. 


pyres 
Mr. 
me South Africa’s International 
alus wyments Position Improving: 
ut ff Nouth Africa’s international pay- 
oducts position has improved ma- 
lea erially since last January — so 
ol much so, in fact, that. some relaxa- 
ret ln of her imports from the 
nited States is in the cards. In 
rked 1951, South Africa bought almost 
f250 million worth of U. S. mer- 
i th handise. But her purchases here 
otal ltopped_to $207 million in 1953, 
3 and during the first four months 
alop if 1954 they ran at an annual 
ate of about $200 million. 
Last January, when rumors of 
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view of main plant units, Houston, Texas 


Steel, Too, Grows Big 
in the Southwest 


The Southwest is growing. and 
Located strategically to set 
. ad e. 

special steel products is Armco 


Armco is growing with it. 
rve this growing market with its 
*s Sheffield Steel Division. In the 


works and offices in Kansas City. Mo.; Houston, Texas; and Sand 


Springs. Oklahoma. nearly 806 


}0 men and women are working 


today to meet the demand for these products. 


Besides providing steel for 
railroads and highways, Armco 


the Southwest's farms. factories. 
also serves the flourishing oil and 


natural gas industries. Special products include large-diametet 


welded steel pipe for oil and gz 
\. O. Smith Corporation of Te 
\. O. Smith Corporation. 


Although the Southwest pré 


is transmission lines, made by the 
xas. owned jointly by Armco and 


wides a big and growing market 


for Armco, the location of the Houston Works on the deep water 
of the Ship Canal makes it advantageous to ship products to 


Coast ports and to all parts of 


the world. 


The location of Armeco’s plants, like the diversification of its 
products. is part of the strength of the company now and in the 


vears to come. 


ARMCO STEEL CORPORATION 





I Sheffield Steel 


impending devaluation of the S.A. 
pound led to some capital flight, 
South Africa’s gold and foreign 
exchange reserves dipped below 
$230 million. Since then, however, 
the reserves have ben built up 
again. They stood at $315 million 
in early June, an increase of 
nearly 40 per cent from the low. 
Apparently foreign capital is once 
more flowing into the country. 
This inflow practically dried up 
in 1953, when foreign investors 
became wary of the unhappy po- 
litical situation and because of 
an uncertain immediate economic 
outlook. Some of the bottlenecks 


« Armco Drainage & Metal Products, Inc. » The Armco International Corporation 
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\/ 


MIDDLETOWN, OHIO 





to South Africa’s economic pro- 
gress—the labor situation in par- 
ticular—appeared to be tempor- 
arily insoluble; moreover, rising 
production costs threatened the 
country’s chief industry, gold 
mining, which no longer benefited 
from the premium previously 
paid for gold on the free gold 
markets. 

In recent months, however, a 
number of developments may 
have changed the investors’ atti- 
tude. One such factor was the 
budgetary speech of Mr. N. C. 
Havenga, the able South African 

(Please turn to page 546) 
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Minister of Finance, announcing 
substantial tax concession in the 
new budget that will benefit both 
individuals and corporations. Mr. 
Havenga pictured South Africa’s 
internal inflationary problem as 
nearly solved. While one may have 
doubts about this assertion in 
view of the persistent labor short- 
age and in view of the Govern- 
ment’s extensive investment pro- 
gram, the fact remains that the 
South African cost of living index 
has stopped rising. An encour- 
aging fall in gold mining costs 
were reported in May, and pri- 
mary and secondary industrial 
production seem to have been 
moving into better balance. 
The optimistic reports of the 
chairman of individual gold min- 
ing companies and of Sir Ernest 
Oppenheimer of the Anglo-Ameri- 
can Corporation in particular 
have also helped start foreign 
capital reflowing into the country 
again. According to Sir Ernest, 
gold production, now running at 
the rate of about $620 million a 
year, should increase by 1958 to 
nearly $800 million a year as a 
result of the extension of the old 
Witwatersrand goldfields and the 
development of the Orange Free 
State gold mines. In addition, 
uranium should bring in around 
$85 million in foreign exchange 


by 1958. To these must be added 
the increases in output of man- 
ganese, chrome, copper, asbestos, 
and iron ore expected to result 
from post-Korean investment ac- 
tivities. Altogether South Africa 
stands to earn by 1958 some $250 
to $280 million more a year than 
she is earning now. Most of this 
increase is bound to go into an 
increase in South Africa’s im- 
ports. 

South Africa’s past economic 
development occurred in three 
waves: the first following the dis- 
covery of diamonds, the second 
following the discovery of the 
Witwatersrand goldfields, and the 
third following the upvaluation of 
gold in 1933. It has been said that 
South Africa is on the threshold 
of another wave of development, 
based on uranium and the de- 
velopment of the Orange Free 
State mines. The possibility for 
such development certainly exists, 
but it must be noted that before 
South Africa can earn this addi- 
tional $280 million a year the ex- 
isting bottleneck in transporta- 
tion, electric power, water, and 
above all in labor will have to-be 
settled satisfactorily. Whether all 
this can be done without giving 
new impetus to the inflationary 
forces remains questionable. 





Gloomy Outlook in Indonesia: 
Five years ago, when Indonesia 
won her independence, most of 
the experts agreed that the new 
state had a promising future. It 


















RICHFIELD 
Atvidend notice 


The Board of Directors, at a meeting held July 9, 1954, 
declared a regular quarterly dividend of 75 cents per share 
on stock of this Corporation for the third quarter of the 
calendar year 1954, payable September 15, 1954, to stock- 
holders of record at the close of business August 13, 1954. 


RICHFIELD 
Ot Corporation 


Executive Offices: 555 South Flower Street, Los Angeles 17, California 






Cleve B. Bonner, Secretary 











546 





THE 





had more population and great Indon 
natural resources than all tie Indon 
other Southeast Asia countrif which 
combined (Burma, Siam, Indjjom amc 
China, the Philippines and Fogfnd both 
mosa). Ambitious industrialigfbftist, fa’ 
tion plans were drawn up angship an 
modern welfare institutions e™ffeanwhil 
tablished. A big influx of Amerfhajority 
can and other foreign capital wahas appo 
expected, even though the pojfMi-is ma 
ticians in Jakarta (formerly Bafunist s 
tavia), were being nationalis#ommuni: 
and fearing the return of coloniglfesian Gi 
ism, were ready to let foreigg neutral 
capital enter only under their owggte cold 
stiff terms. At the same time, naffritical 01 
tive talent was encouraged to es India’ 
ter trade and industry, and thMime Jak: 
Bank of Negara was established) Red (€ 
to provide credit to these “nev§eady to 
comers” and to protect them, Bact and 
Today Indonesia is a disillufvith her. 
ioned country. Except for the cif Oppose 
companies and a few mining effment anc 
terprises which invested in tinfgnce in it 
bauxite, iron ore and other minf(Masjum 
eral development during the posonservat 
Korean boom, foreign capital as @fions wh 
whole has shied away from thégrol of Ne 
archipelago, discouraged by higifain othe 
taxes, remittance difficulties, anifThe Mas 
erratic interpretation of regulfganize I 
tions by minor officials. The exffeligious 
periment with native entreprenfastep ba 
eurs, too, has gone sour. The nafito be op} 
tive trader did well during thénd by 
short-lived period when rubberticular. | 
was selling for 80 cents a poundjfn the ar 
Today, however, the Bank of Neflindertak 
gara is reported half frozen ani) per c« 
man Indonesia firms are appal-§lterate— 
ently nothing but facades _forfiational: 
Chinese traders and other out fhe one | 
siders. ganizatic 
The original industrializationffn the r 
plans have either been abandone(ffndition 
or drastically revised; there is nofsill mor 
money to carry them out. The 
several devaluations of the rupial, ? 
have destroyed confidence in the Varyir 
currency, and what little invest: For 
ing there is, is done mainly by tte 
Government via budget deficits 
With production costs high, th (Con 
Indonesians find it difficult to com: ovide 
pete in foreign markets, and the fistribu' 
country’s exports marely are sufi-{- 
cient to finance the importation 0! Oo 
necessities, let alone of equipmett 
for industrial expansion. Abou} 1). 
all that can be reported in tht. o, 
way of constructive developmen, th) 
is that Indonesia is becoming sell- viously | 
sufficient in rice and other foodsfion. “94 
The succession of weak goverMfa domi1 
ments has probably been the chi€farning 
reason for Indonesia’s preseMfments ¢ 
plight. The present Cabinet Ming pac 
based on two nationalist partieSfportions 
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greai@e Indonesia National Party and 
all tie Indonesia Union Party, both 
untrigg which draw their members 
, Indgom among government Officials 
1d Fofind both of which are strongly 
rializwftist, favoring government own- 
Ip angrship and socialism in general. 
ns effeanwhile, the pro-Government 
Amerfajority in Parliament — which 
tal wags appointed rather than elect- 
e poii-is maintained only with com- 
‘ly Baunist support. To keep this 
Malisfommunist support, the Indo- 
loniahesian Government has assumed 
‘oreigge neutralist hand-off attitude in 
‘ir owgthe cold war, and is even more 
ne, naritical of American policies than 
to eff; India’s Nehru. At the same 
nd thMime Jakarta has been kowtowing 
lisheff) Red China and is apparently 
“neveady to sign a non-aggression 
m, fact and an extensive trade pact 
isillus 


‘ith her. 
the cif Opposed to the present Govern- 
ng emment and to the communist influ- 
























rice in it, is the powerful Moslem 
(Masjumi) Party, a league of 
mservative religious organiza- 
tons Which are in de facto con- 
rol of Northern Sumatra and cer- 
- higtain other parts of the country. 
;, an@glhe Masjumi Party wants to or- 
egulgeanize Indonesia into a Moslem 
1e ex@eligious state, which in itself is 
prenfastep backward and a move likely 
1 nafto be opposed by all other parties 
g thfand by the communists in par- 
ubberfiticular. Unless elections are held 
oundfin the archipelago—a rather risky 
f Neflindertaking considering that over 
n anda’) per cent of the electorate is il- 
ppar-fiterate—the tension between the 
; forfmationalists and communists on 
out-fthe one hand and the Moslem or- 
ganizations on the other may be 
ationfion the rise. In this case economic 
loneiffeonditions are likely to deteriorate 
is nogstill more. —END 
The 
pial, 
n thf Varying Earnings Prospect 
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a For Food Companies 
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, thf (Continued from page 520) 








on-f ; : ‘ 
provide an incentive for higher 
suff ttibutions to stockholders. 





yn of 
ment 
pout 

the fr 
nent 


we viously discussed. Weather condi- 


“Tons, of course, account for such 
emi dominant factor in governing 
hiefernings, that adverse develop- 
selliments can go far toward reduc- 
t Ming packs to unsatisfactory pro- 
tiesfhortions. Moisture conditions this 





Outlook for Canners 





The outlook for canners of 
ltuits and vegetables is less assur- 
ig than for the two groups pre- 
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year have been near normal, and 
with some recent improvement in 
growing experience, fair results 
should be obtained. If the 1954 
yield is smaller than last year, 
canners may benefit from firming 
prices. Many vegetables have been 
offered recently at prices appar- 
ently below replacement costs for 
most canners. 

Military requirements for 
canned goods have been reduced 
again this year, and this factor 
has contributed to excessive in- 
ventories in some lines. Indica- 
tions of improvement in industrial 
areas encourage canners to put 
up normal packs to provide for 
prospective recovery in consumer 
demand later in the season. 

Cereal processors face a rea- 
sonably reassuring outlook. Gov- 
ernment forecasts call for abund- 
ant crops again this year, sug- 
gesting that surplus supplies may 
be stored for future consumption. 
Brighter prospects for adoption 
of a program of flexible farm sup- 
port prices point to the possibility 
of reduced output in coming years 
and possibly to lower quotations 
for corn and wheat if support 
levels are reduced. Stable prices 
for raw materials contributed to 
favorable margins for corn refin- 
ers and millers. 

As in the case of most other 
foods, demand is influenced to a 
considerable extent by national 
income and by population trends. 
Consumption of starches, dex- 
trose, syrup and other refined corn 
products tends to hold close to 
normal business curves. Problems 
of excessive inventories and dis- 
appointing profit margins have 
been less evident among corn re- 
finers than almost any other seg- 
ment of the business. 


Intensive promotion of flour 
mixes and prepared packaged 
products holds out hope for mod- 
erate growth in the highly com- 
petitive flour milling field. The 
two major producers have con- 
centrated on development of new 
products designed to appeal to the 
working housewife who has little 
time for kitchen chores. Wider 
margins are attained on the small 
packs channeled through super- 
markets. Prospect of abundant 
raw materials and stable business 
conditions should provide a favor- 
able environment for flour millers. 

Competition is keener if any- 
thing among bread and biscuit 
bakers. The squeeze comes from 
strong consumer resistance to 
price advances on bread and to 
steadily rising costs of ingredi- 






ents. Recurrent advances in labor 
costs experienced by millers as 
well as by distributors of baked 
goods tend to shrink profit mar- 
gins. Bakers are better able to 
boost prices on pastries and cook- 
ies than on bread, so that high 
purchasing power is important in 
supporting adequate margins. 

Biscuit companies have been 
undertaking an extensive modern- 
ization program by rebuilding 
numerous plants to take advant- 
age of mechanization. Substan- 
tial economies can be achieved in 
this direction. Small independents 
are feeling the adverse effects of 
such competition and opportuni- 
ties are developing for major con- 
cerns to absorb small competitors. 
Rapidly rising freight costs and 
other transportation problems 
combine to encourage consolida- 
tions that offer the hope of operat- 
ing economies. 

Brief discussions of individual 
companies often are helpful in a 
review of this kind, for they pin- 
point characteristics that deserve 
careful consideration in invest- 
ment management. Detailed sta- 
tistical information supplement- 
ing these observations may be 
found in the accompanying tabu- 
lations. Not all of the companies 
engaged in various aspects of 
food processing can be discussed, 
of course, but the principal units 
are listed in the compilation of 
statistics. 

National Dairy Products, the 
largest factor in the dairy divi- 
sion, has achieved a dominant 
position by aggressive develop- 
ment of cheese and ice cream 
activities, thereby reducing de- 
pendence on fluid milk operations. 
Products include animal and poul- 
try feeds, eggs, evaporated and 
concentrated milk, vegetable oils, 
sausage meat and some frozen 
foods. Sales have steadily ad- 
vanced to a level approximating 
$1,250 million annually and earn- 
ings range above $30 million a 
year. An increase in the $3 annual 
dividend rate appears a reason- 
able hope. 

General Foods, probably the 
largest producer and distributor 
of packaged foods designed for 
grocery markets, has concen- 
trated on processing items offer- 
ing promise of reasonable mar- 
gins and consistent growth. 
Emphasis on frozen foods in recent 
years has paid off in steady ex- 
pansion of volume. Earnings have 
been well sustained in spite of 
keen competition and appear to 

(Please turn to page 548) 
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iD ND NOTICE 
DIVIDE u UU 


The Directors of Daystrom, Incorporated, 
on June 28, 1954, declared a regular 
quarterly dividend of 25 cents per share, 
payable August 16, 1954, to holders of 
; July 27, 1954. 
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Southern California 
Edison Company } 


DIVIDENDS 


CUMULATIVE PREFERRED STOCK ; 
4.08% SERIES ‘ 
DIVIDEND NO. 18 ¢ 


CUMULATIVE PREFERRED STOCK ‘ 
4.88% SERIES , 
DIVIDEND NO. 27 é 


The Board of Directors has { 
authorized the payment of the 
following quarterly dividends: 

2514 cents per share on the 
Cumulative Preferred Stock, 
4.08% Series; 

3014 cents per share on the 
Cumulative Preferred Stock, 
4.88% Series. 

The above dividends are 
pay*ble August 31, 1954, to 
stockholders of record August 
5, 1954. Checks will be mailed 
from the Company's office in 
Los Angeles, August 31, 1954. 


»*.*22e2e4 


P.C. HALE, Treasurer 


July 16, 1954 
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DIVIDEND NOTICE 
SKELLY OiL COMPANY 


The Board of Directors to- 
day declared a quarterly 


cash dividend of 45 cents 
per share on the common 
stock of the Company, pay- 
able September 3, 1954, to 


stockholders of record at 
close of business July 27, 1954. 





Cc. L. SWIM, 


July 13, 1954 Secretary 


BOOK REVIEWS 


Practical Financial Statement 
Analysis 


New Third Edition 
By ROY A. FOULKE 


This is a new, thoroughly revised edi- 
tion of a well-known reference book. It 
is written from the practical, everyday 
point of view of the business executive, 
the commercial and investment banker, 
the accountant, the credit executive. 


McGraw Hill $10.00 
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Varying Earnings Prospect 
for Food Companies 





(Continued from page 547) 


have been swelled by inventory 
appreciation on coffee. Popular- 
ity of instant soluble products has 
aided margins, Recurrent agita- 
tion for a stock split has accom- 
panied the steady market rise. 
Need for working capital may re- 
tard favorable action on a divi- 
dend boost. 

California Packing, a leading 
canner of fruits and vegetables, 
fruit juices, coffee and specialties, 
has popularized its widely adver- 
tised ‘Del Monte” brand and has 
endeavored to stress quality prod- 
ucts. In addition to canning 
plants, chiefly on the Pacific Coast 
and in the Southwest, the com- 
pany operates ranches producing 
fruits and vegetables. A subsidi- 
ary packs salmon in Alaska and 
in the Puget Sound area. Profits 
fluctuate in accordance with in- 
ventory price trends, having 
ranged from $2.94 a share in 1953 
to $7.71 in 1951, after giving ef- 
fect to the 100% stock dividend 
paid in July, last year. Current 
dividend at $1.50 annual rate ap- 
pears to be amply protected. 

Corn Products Refining, major 
processor of corn products such as 
starch, dextrose, syrups, etc., has 
stressed development of products 
that may be packaged for the gro- 
cery trade, but thus far most of 
the company’s output goes in bulk 
to manufacturers of food prod- 
ucts and industrial consumers. 
Stock and poultry feeds account 
for a small part of the total busi- 
ness. Sales have reached a level 
of about $200 million annually. 

The company, intent upon di- 
versification, established in Sept., 
1953, a Product Development De- 
partment to be responsible for 
coordinating the efforts of all 
departments concerned with the 
creation, application and market- 
ing of new products. Research 
and development has continued on 
a broader scale. Sales of glucuro- 
nolactone for pharmaceutical use 
were further extended in 1953. 
Sales of “zein” also increased, a 
notable development in this con- 
nection being the substantially 
greater zein requirements toward 
the end of the year for the pro- 
duction of Vicara, a synthetic 
fiber. Earnings provide adequate 
protection for the $3.60 annual 
dividend. 

General Mills and Pil’sbury 
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Mills are the principal factors; 
flour milling. Operations inclyj 
processing grains for family fio 
animal feed and various types 
cake mixes; soybean flour a 
breakfast cereals. Merchandisjy 
efforts are concentrated on dev 
opment of packaged foods for t 
grocery trade. Both companid * 
have shown consistent progregs; he 
enlarging markets and in bogggmendation 
ing earning power. General Mild have | 
has increased its dividend to ggput you | 
annually, while Pillsbury  hagare 
maintained a $2 rate. ctlons— 
National Biscuit, largest factgbine soun 
in the biscuit and cracker groyglamply ¢ 
has about completed an aggre@lUS & 
sive expansion program designefgli54-959- 
to modernize facilities and achieygl. A Dy 
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operating economies. Producig over 
include crackers, cereals, ig comp 
cream cones, pretzels, dog big the d 
cuits and, in some areas, bre atom. 


and cakes. Flour mills, a papegd A S} 


board plant and carton-making Build 
facilities also are operated. Whig an ur 
sales have forged ahead, marging enhar 
have been comparatively disay a 


pointing but should increase : 
Profits have afforded a moderat@thtee div 
coverage for the $2 dividend ratefrecomme 

Continental Baking and Geiifiiocks—w 
eral Baking, leading factors in 
the bread division, are confronted 
with problems of rising ingreii 
ent costs and pressure from em tharp ad 
ployees for higher wages ant PROC 
commissions. Prospects for mor 
satisfactory conditions in_ thi 
highly competitive field are un 
promising. —EN 
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1953 when higher prices were! 
effect for considerably less tha 
the entire year, should not be tov 
unfavorable on the basis of dolla 
volume of sales. 

Aside from the new problem crt 
ated by the cancer scare, the ciga 
rette manufacturing industry haf 
faced and continues to face othe 
kinds of problems. These relate é 
sentially tothe promotional aspect 
of the business. This is importa 
because it is definitely tied to prit 
ing policies. In the past year, ! 
particular, manufacturers hav 
come out with a number of differ 
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ent brands, which in effect com i 
pete with themselves. Thus, Mf, gin 
manufacturers now have twa, yo 
brands of the same type of cig ya 






arette, one the regular size all 
(Please turn to page 550) 
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Ve three recent Forecast recom- 


brofit By Our Two New Selections... 
or Substantial Income and Dynamic Growth 











mendations mentioned in our previous 
dhave already gained 1314 points... 
but you NOW have the opportunity to 
sare in two highly promising new se- 
wtions—just being released. They com- 
ine sound management, high dividends 
amply covered by current earnings) .— 
PLUS excellent profit prospects for 
1954-55. 

]. A Dynamic Growth Stock paying 
over 6.8% —of a well diversified 
company—a prime beneficiary of 
the dual war-peace future of the 
atom. 

. A Special Situation for Profit 
Building plus a 7% Yield—where 
an unusual development is adding 








42 POINTS PROFIT 
ON BOEING AIRPLANE 


In December, all sub- 
scribers were advised to 
buy Boeing Airplane — 
at 46 — before the 2-for-1 
split was proposed. This 
stock has already ad- 
vanced 42 points — so 
even a 25-share purchase 
quickly showed profits 
of more than 10 times 
our entire annual fee. 


A FULLY ROUNDED 
INVESTMENT SERVICE 


You will find that THE FORECAST 
tells you not only WHAT and WHEN 
to buy — and WHEN to take profits... 
but it also keeps you informed of what 
is going on in the companies whose 
shares are recommended in our Bulletins. 
Each security you buy on this advice is 
continuously supervised so you are never 
left in doubt as to your position. 

















enhanced growth potentials. 





t individual bargain levels we will round out our 
iree diversified investment programs with other new 
recommendations—including medium and low priced 
ocks—which should be among coming market lead- 
8... as investment demand rotates to the stock 
goups where new developments are likely to spur 
sharp advances: 


PROGRAM ONE ... Stressing Security of Prin- 
cipal — Assured Income of 514 to 8% — 
With Appreciation. 


| PROGRAM TWO .. . Dynamic Securities for 
Capital Building with Higher Dividend 
Potentials. 


PROGRAM THREE .. . Low-Priced Stocks for 
Large Percentage Growth — Where a 
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maximum number of shares may be 
purchased with limited capital. 


You will receive our weekly Bulletins keeping you a 
step ahead of the crowd in relation to the securities 
markets, the action of the various stock groups, the 
outlook for business, under new government policies 
...as well as interpretation of the Dow Theory and 
our famous Supply—Demand Barometer. 


STRENGTHEN YOUR ACCOUNT — 
BE SURE TO GET OUR NEW ADVICES 


Enroll now and buy our 2 new recommendations be- 
fore they score sharp advances. 


Send a list of your present holdings, twelve at a time, 
so we can analyze them promptly for you...telling you 
what should be retained and which you should sell. 
Using the funds released through sale of weaker issues, 
plus your cash reserves—you can share in our 3 new 
opportunities which we will point out to you. 


The coupon below entitles you to an added month of 


service if you ENROLL NOW. 





Siar SPECIAL OFFER—Includes one month extra FREE SERVICE 








Mal Coupon 
Joday — 
Special Offer 


ginning one month from the day 
your check is received. Sub- City 
scriptions to The Forecast are 
deductible for tax purposes. 





1954 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
I enclose [] $60 for 6 months’ subscription: [] $100 for a year’s subscription. 


(Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 


SPECIAL MAIL SERVICE ON BULLETINS 
Air Mail: [) $1.00 six months: [] $2.00 


six months 


MONTHS’ 
6 SERVICE $60 = — pea S. and Canada. 
12. MONTHS: 100 Cueane” 
SERVICE S$ 
: ; ; ) OT es ERE Ee 
Complete service will start at 
once but date as officially be- PC) en re 


Your subscription shall not be assigned at 
any time without your consent. 


(0 Telegraph me collect in anticipation of 
important market turning points...When 
to buy and when to sell...when to ex- 
pand or contract my position. 


List up to 12 of your securities for our 
initial lytical and advisory r 
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Tobacco Stocks Under 
a Cloud 





(Continued from page 548) 


the other the so-called king-size. 
In addition, they may have a spe- 
cial ‘‘filter type.” These are priced 
at different levels. Presumably, 
the effort is to reach all sections of 
the public on a price basis, with 
the lower-priced cigarettes reach- 
ing one large group who do not 
wish to pay too much for their 
cigarettes and the other types 
reaching smokers in a higher in- 
come range, or who are not averse 
to spending the extra money. 

This has created intense pro- 
motional activity, a good part of 
which is necessarily speculative; 
as it cannot yet be determined 
which of the newer types of cig- 
arettes will meet with lasting pub- 
lic favor. Nevertheless, with com- 
petition so keen manufacturers 
are compelled to embark on these 
new programs which obviously in- 
volve very heavy expenditures. 

Up to last year, the cigarette 
manufacturing end of the tobacco 
business has been able to count 
on a year-by-year increase in con- 
sumption based on population in- 
creases, the higher national in- 
come and the addition of millions 
of new smokers, especially wom- 
en, to the ranks. In 1940, for ex- 
ample, sales were 157 billion 
which increased steadily until 
1953 when they amounted to 391 
billion. 

In the same period, dollar sales 
increased from about $1 billion to 
$3.1 billion. Pre-tax profits in- 
creased from $118 million to $299 
milliqn and, after taxes, from $84 
million to $118 million. This is 
one of the smallest rates of net 
income increases since 1940 for 
any major industry. In the past 
recent years, excess profits taxes 
played a part in holding net in- 
come down but this was not true 
of the industry as a whole, being 
especially applicable to several 
manufacturers, Reynolds and 
Lorillard, for example. 

For the first three months of 
this year, profit margins for the 
“big five” showed an _ increase 
over last year, owing principally, 
as we have seen, to the higher 
prices for tobacco as compared 
with those obtained in the corres- 
ponding period of last year. Thus 
far, it would seem that the effect 
of higher prices has more than 
compensated for the decline in 
sales. Future outlook for earn- 


550 


ings, however, will depend on 
whether the sales volume can 
hold at present levels or will de- 
cline further, as a result of the 
publicity on the alleged link be- 
tween cancer and tobacco, princi- 
pally cigarettes. If the public 
should be further frightened, 
sales volume could decline sub- 
stantially and, in that case, exist- 
ing higher prices would not com- 
pensate. We should then expect a 
reversal in the higher trend of 
earnings, established in the mid- 
dle of last year and in the first 
quarter of this year. 

While dividend margins _in- 
creased moderately in 1953 and in 
the earlier part of 1954, earnings 
coverage has not been extraordi- 
narily high for the group, as a 
whole. Promotional expense are 
extremely high, as described above 
and new expenditures are being 
incurred to provide for medical 
research. Under these conditions, 
it must be assumed that full main- 
tenance of present rates may not 
be as assured as in the past. On 
the other hand, the financial posi- 
tion of the companies is strong and 
it may be decided that this would 
justifiy continued payments for a 
considerable period at existing 
rates even if earnings should de- 
cline. 

From the market standpoint, it 
would appear that the group has 
lost something of its former in- 
vestment status. Much of this, of 
course, has been discounted in the 
long decline of the shares. How- 
ever, the uncertainties facing the 
industry apparently are not con- 
ducive to new purchases at this 
time in the estimation of invest- 
ors. If the cancer cloud can be 
cleared up, the story would obvi- 
ously be entirely different but this 
may take some time to accomplish. 

Cigar consumption which rose 
about 2% in 1953, dropped again 
in the first quarter of this year 
and registered a decline of 2.6% 
compared with the corresponding 
period of last year. From present 
indications, there may be a fur- 
ther decline of small dimensions 
for the balance of the year. For 
the first quarter, this part of the 
industry maintained earnings but 
at the low levels established some 
years ago. 

Smoking tobaccos have been in 
a downtrend but if recent switch- 
ing from cigarettes to pipes con- 
tinues, this trend may be mod- 
erately reversed. The dividend po- 
sition of the group is not impres- 
sive. 

Snuff consumption has contin- 
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ued its traditional stability ay 
the three leading manufacture, 
have been maintaining earning 


quate margins though the mar 
gin of U. S. Tobacco needs som 
improvement. 
(Editor’s note: Because of th 
unusual circumstances facing the 
tobacco industry, we have deeme/ 
it best not to include in the tabk 
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Changing Outlook for 
Sugars 
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the second consecutive year, Cuba 
will unquestionably have to re. 
duce output in 1955 to conform 
to the International Sugar Agree. 
ment. By Government decree, the 
1954 crop was restricted to 5,395- 
152 short tons, compared with last 
year’s restricted output of 5,687. 
691 short tons, as compared with 
the bumper 1952 crop of 7,693; 
691 short tons. The current se:- 
son’s output with all but two milk 
finished grinding as of June 1), 
amounted to 5,684,185 short tons, 
and it is estimated that as the last 
mills close down, output will be 
somewhere around _ 5,687,00) 
short tons. 

The Cuban Government, in 3 
move to mitigate conditions, ti 
some extent, is giving evidence 0! 
easing restrictions put upon sugar! 
producers in recent years. The 
Cuban Minister of Labor is sai( 
to have recently proposed allow: 
ing workers to be taken off the 
payrolls for inefficiency and other 
plausible causes, including econ- 
omy reasons, 

The immediate outlook for 
Cuba’s sugar industry, howevel, 
is not encouraging. With world 
sugar production at a record high 
and with world markets in which 
to sell her output shrinking a’ 
more nations become self-suft- 
cient, her carry-over this seasol 
will proably run to about 500,000 
short tons. Adding this to the 
amount already on hand _ will 
bring the total stock at the end 
of 1954 to approximately 2 mil- 
lion short tons. Puerto Rico and 
the Dominican Republic are also 
beset with surpluses and col- 
fronted with export quotas as set 
by the ISA. 
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The Domestic Refineries 





Domestic refiners of beet sugar, 
for the most part, finished their 
gscal years at the end of last Feb- 
wary or March. Of the three 
fyremost refiners, Holly Sugar 
made one of the best showings 
fom an earnings standpoint. Al- 
though dollar sales, largely be- 
use of a dip in the price of beet 
ugar last Fall, were slightly un- 
der the $46.5 million volume of 
the previous year, the company 
ut costs and expenses and oper- 
ating income rose to a little more 
thn $4 million, an increase of 
aout $1.2 million over the pre- 
ious year. Net income for the 12 
months to March 31, 1954, of 
$1.7 million, equal $3.09 a share 
for the common stock, increased 
about $625,000 from the preced- 
ing 12 months for which net for 
the common was equal to $1.82 a 
share. 

Holly’s 1953-54 showing was 
somewhat in contrast to those of 
Great Western and American 
Crystal Sugar. Both of these com- 
yanies reported higher sales, but 
increased general expenses and 
selling costs, as well as the Fall 
price drop in beet sugar, restrict- 
edd American Crystal’s net to 
$3.16 a share, as compared with 
430 a share for the preceding 
fiscal year. Great Western did a 
little better. Net last year amount- 
ed to $1.87 a share, an increase of 
tight cents a share over the pre- 
ceding fiscal year. 

A problem facing the sugar 
beet processors is that of a pos- 
sible over-production of sugar 
beets during the current growing 
season, Reference to this situation 
tas already been made in this ar- 
tile. Under the Sugar Act, a 
marketing quota of 1.8 million 
ts is established for the domes- 
tie beet sugar area. The 1953 crop 
exceeded this quota and it is esti- 
mated that, barring unfavorable 
Weather or other agricultural 
lazards, the crop to be harvested 
leginning this Autumn may ap- 
broach 2 million tons. Imposition 
if proposed quotas for the next 
ttop of sugar beets has been held 
lp, pending a further study, be- 
tause of the criticism the plan has 
drawn from processors claiming 
the order as it stands favors some 
producing regions to the disad- 
vantage of others. Because of 
this, the Government has been 
holding additional hearings in the 
matter and it is expected to an- 
lounce its decision by August 1. 
Whatever allotments that may be 
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made there appears to be good 
reason to believe that the domestic 
sugar beet processors are in a po- 
sition to maintain sales in sub- 
stantial volume under the sugar 
quota law, although profits for the 
1954-55 fiscal year will depend 
upon domestic sugar prices con- 
tinuing to hold at or above cur- 
rent prices ranging from approxi- 
mately from 8.40 cents on the Pa- 
cific Coast to 8.45 cents in the 
Chicago-west to Rocky Mountain 
territory for the refined product. 
The 1954 outlook, however, is en- 
couraging and all three companies 
should realize net income provid- 
ing ample coverage for dividends 
at current rates. 

Both National Sugar and 
American Sugar Refining, the two 
principal domestic cane sugar re- 
finers are dependent upon large 
unit sales volume in order to 
maintain a profit margin of ap- 
proximately one-ninth cent a 
pound of refined sugar delivered 
and one and one-quarter cents per 
dollar of sales. Both companies 
showed substantial volume for the 
1953 calendar year. National Sug- 
ar’s sales of $150.4 million were 
the third best in the last 10 years. 
Higher costs, due largely to 
waterfront strikes early in the 
year, however, interrupted refin- 
ery operations, and as a result net 
earnings of $1.5 million, or $2.70 
a share, fell below the previous 
year’s net of $1.7 million, equal 
to $3.07 a share. American Sug- 
ar’s domestic business for last 
year, both in poundage and dol- 
lars, was the largest in the com- 
pany’s history. The company’s net 
income from its Cuban sugar and 
manufacturing operations of $2.8 
million was 16.8 per cent less than 
that of the previous year. In- 
creased costs for services and sup- 
plies and other factors in con- 
nection with domestic operations 
also cut into net earnings, net 
profit for the year amounting to 
$6.5 million as against $7.8 mil- 
lion for the preceding year, or 
$7.64 a share for the common 
stock in 1953, as against $10.43 
in 1952. 

Of immediate concern to all the 
domestic cane sugar refiners is the 
prospect of more severe competi- 
tion from the beet sugar process- 
ors. In addition, it is expected that 
the industry’s total sugar deliv- 
eries in 1954 will fall short of 


last year’s record volume, which 
was inflated by unusually heavy 
purchases for stock-piling pur- 
poses at the end of the year. To 
offset these indicated conditions, 








both National and American Sug- 
ar will continue to push their 
products through major national 
advertising media and join with 
others in the industry in a cam- 
paign to educate the American 
public to the essential role sugar 
plays in human nutrition. While 
it is too early to predict actual 
1954 earnings for the two com- 
panies, final results will undoubt- 
edly show earnings well above 
dividend requirements of $2.50 a 
share for National Sugar Refin- 
ing and American Sugar’s annual 
$4 rate for its common stock. 
—END 
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which were added in 1953 and 
another 32 planned to open up in 
the current year. 

So far during 1954, the com- 
pany has paid two dividends of 
cents each, suggesting that 
total payout this year will exceed 
1953 total distirbution of 50 cents 
a share. Growth of the company 
in recent vear provides a gauge 
by which to measure its long- 
term prospects. Its shares war- 
rant retention as a speculation. 


25 


2. The Liquor Industry 


There doesn’t seem to be any- 
thing wrong with the liquor in- 
dustry that a revision downward 
in the Federal excise that has held 
at $10.50 a proof gallon ever since 
1951. This rate of tax figures out 
to $2.10 per fifth of 100 proof 
whiskey which when tacked onto 
the retail price makes it difficult 
for the distiller to markup his 
price in order to overcome higher 
operating costs. Aside from this, 
there is also the question as to 
how much of liquor buying is 
being diverted to bootleggers by 
this excise tax on which is super- 
imposed state taxes of varying 
amounts, which have priced many 
buyers out of the legal liquor mar- 
ket, turning them to the “moon- 
shiner” for supplies. In this con- 
nection, it is estimated that 1953 
bottled output of the legal in- 
dustry was approximate!ly 6% less 
than in the first nine months of 
1951, when the Federal excise tax 
was $1.50 a proof gallon under 
the current rate. 

Unfortunately, there does not ap- 
(Please turn to page 552) 


$31 

















What’s Ahead for 
Beverage Makers? 





(Continued from page 551) 


pear to be, at this time, any pos- 
sibility of a cut in the excise tax 
which might enable many of the 
distillers to develop their full sales 
potential, especially those with 
high whiskey inventories that 
could be substantially reduced. 
The industry, nevertheless, has 
made some progress in this direc- 
tion due in part to reducing runs 
last year and the year before, and 
the introduction to the market of 
a greater number of bottled 
‘straight” whiskies either in bond 
or of lower proof than 100, As a 
result, whiskey inventories as of 
January, 1954, had been cut to 
716.4 million proof gallons. At the 
same time in the preceding year, 
inventories were 735.1 gallons 
while as at July, 1952, they total- 
ed 767.5 million gallons. It is 
obvious that there has been an 
appreciable decline from July, 
1952, to the start of the current 
year, thus improving the position 
of the larger distilling companies 
that previously were burdened 
with over-stocks. As a matter of 
fact, National Distillers, because 
of its improved whiskey inventory 
position, was able to lower prices 
last year on its famous “Old 
Grand-Dad” and “Old Taylor” 
bourbons with, as it reports, 
gratifying results both as to sales 
and gross profits. This move coin- 
cided with the shift in consumer 
preference from “blends” to bot- 
tled-in-bond and other straight 
whiskies. 


New Public Demand 


The year 1953 showed an in- 
dustry-wide increase in public 
demand for bottled-in-bond pro- 
duct and a continuing uptrend, es- 
tablished earlier, in the consump- 
tion of straight whiskies in pref- 
erence to the whiskey and neutral 
spirit blends. Such a movement 
indicates that the whiskey market 
is returning to a state of normalcy 
that should take the established 
whiskey distillers with the old- 
line straight whiskey brands out 
of the overcrowded “blend” mar- 
ket which appears to be on the 
wane from the standpoint of con- 
sumer demand, This is a bright 
outlook and should benefit those 
companies that are able to get 
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their share of growing consumer 
market for bottled-in-bond and 
straight whiskies. 


BROWN - FORMAN DISTIL- 
LERS CORP. This company, com- 
pleting its fiscal year on April 30, 
last, reported for the period rec- 
ord high sales of $73.5 million. 
Net income, however, fell to $2.9 
million, compared with a little 
more than $3.3 million in the pre- 
ceding year, reflecting higher 
costs due to keener competition 
and rising operating expenses in 
general. As a result, earnings for 
the common stock declined from 
$3.20 a share for 1952-53 fiscal 
year to $2.70 a share after pre- 
ferred dividends. Current inven- 
tories are considered to be well- 
balanced in relation to calculated 
future needs, and the company 
has strong finances. Current divi- 
dend is secure and long-term po- 
tentials justify share retention. 


The Beer Brewers 


For many of the breweries, 
both those doing a regional busi- 
ness and the others that have 
built up nation-wide distribution 
through premium beers there ap- 
pears to be something besides beer 
and ale brewing. For one thing, 
competition, always keen, is grow- 
ing keener as the big brewers 
open up branch breweries in ter- 
ritories they heretofore supplied 
by shipments from home plants. 
It was only recently that Pabst 
Brewing Co., got its new Los 
Angeles beer making plant in op- 
eration and it is just about six or 
seven weks ago that Schlitz began 
operating in Van Nuys, Calif., 
which was soon followed by An- 
heuser-Busch opening its big mod- 
ern plant at San Fernando, Calif. 
Others now on the West Coast are 
Liebmann and Theo. Hamm com- 
peting with the others as well as 
the regional breweries for sales. 


Prospects Undetermined 


The question bothering the beer 
industry is whether current beer 
prices, particularly for the bottled 
and canned product that now ac- 
counts for about 76.5 per cent of 
total sales, can be maintained. 
This uncertainty is raised by An- 
heuser-Busch’s recent action in 
reducing the price on its Bud- 
weiser beer. 

Although Anheuser-Busch has 
not indicated whether it intends 
to hold to these reduced prices, 
there are those in the trade who 
profess doubt that the company 
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will establish these cuts on a» 
tion-wide basis. Of more imp 
nent concern is the effect of t 
action on other brewers not on} 
in the St. Louis but other are, 
leading to a price war on ap 
tional scale that could have devas 
tating results for some of th 
marginal] breweries. This is pa 
ticularly obvious when it is bory 
in mind that the big brewers hay 
been consistently getting more; 
the beer sales and that the nuy 
ber of licensed breweries continy 
to shink from year to year. 
—EN] 
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Possibly the most unsatisfa 
tory feature of the governor’s r 
sistance to the President’s plan i 
that it may delay its implemer 
tation. Present estimates call fo 
the expenditure of $50 billion fy 
new roads in the next ten year 
without allowing for an addition 
al $40 billion for replacement 
Large as the $90 billion total is, i 
is probably that the estimate ij 
too conservative. By 1965, th 
population of the United State 
will have increased by at leas! 
25 million. Simultaneously, the ex 
pected increase in national pro 
ductive facilities and in distribu 
tion requirements will give the 
problem of nation-wide highway 
building a new dimension. From 
this viewpoint, it is conceivable 
that we may be compelled to rat 
cally raise even present large esti: 
mates of highway needs to met! 
the greatly expanded  requirt 
ments of the not distant future 
Perhaps it is just as well that the 
governors’ opposition has brought 
the highway position into nel 
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focus as it should help make thi 
American people more consci0ti 
of the fact that they are alread! 
late in taking the necessary steps 
to solve this growingly pressin 
problem. —EN 
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contraction, — we are in a morta 
struggle for the preservation 0 
our freedom, — for our lives, - 
and we must face the facts intelli 
gently and objectively. Let us g¢ 
going on the job! —EN] 
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Time To Reappraise 





A Special Invitation to 
responsible investors 
with $20,000 or more in 


investment funds. 








PERS SIS SS SS SOS Se PR OSS POSS ee ee ee 


1. foresighted investor, who seeks to safeguard his capital and keep 
it working productively, can afford to disregard the immediate effects and 
longer term implications of the many changes in progress on the political 
and industrial fronts... and in the earnings and dividend prospects for 
the individual companies. 


In light of the substantial market rise since last September our staff — 
through its unending, original research — is continuing to segregate stocks 
which are becoming overpriced from those which are still undervalued — 
those which are in a vulnerable position from issues facing an unusually 
strong outlook — companies which may cut or pass dividends from those 
which will maintain or even increase liberal payments in 1954. 


Many uncertain investors merely hold their positions unchanged and hope 
for the best—but a “do nothing” policy can be most costly in the highly 
selective market ahead. If your capital is important to you now is the 
time to take intelligent action. 


As a first step toward increasing your profits and income in 1954-55, we 
invite you to submit your security holdings if you have not already done 
so for our preliminary review — entirely without obligation — if they are 


worth $20,000 or more. 


Our survey will point out examples of your less attractive holdings to be 
sold or retained only temporarily. It will tell you how our personal super- 
vision can assist you to strengthen your diversification, income and the 
enhancement possibilities of your account. We will evaluate your hold- 
ings and quote an exact annual fee for our service. 


Merely send us a list of your securities in as complete detail as you care 
to give in regard to size of each commitment, purchase prices and your 
objectives. All information will be held in strict confidence. This offer 
is open only to responsible investors who are interested in learning more 
about our investment counsel. 


INVESTMENT MANAGEMENT SERVICE 


A division of THe Macazine or Watt Street. A background of forty-six years of service. 


90 BROAD STREET NEW YORK 4, N. Y. 





How MILD can a cigarette be? 
These CAMEL smokers have known for 35-40 years! 





When you’ve enjoyed 
Camels for 30 years 
or 30 days... you 
know why they’re 
now more than ever 
America’s most 
popular cigarette! 


aE A. R. SCHNEIDEWIND, 
JOHN W. FINCHER, Cairo, Ga. bn Upper Montclair, 
“For 35 years, I’ve gotten N. J. “In 37 years 
nore pleasure out of Camels of smoking Camels, 
than any other ‘jirand! No you get to know 
other can mate 1 Camels’ how well they 
flavor—and they’re mild!”? agree with you!” 


ea Lies s ; J. RUSSELL FRASER, 
W. C. FOWLER, Dallas, Tex. , a, *& . Detroit, Mich. ‘In 
, : “Forty years I’ve Fn ae 2, wees 8636 years I’ve tried 
MRS. B. COLLINS EDGAR, enjoyed Camels. They oe all brands—but 
Lookout Mountain, Tenn. exactly suit my taste: comueney : e Camels give me the 
“I started smoking Camels they agree with me best !” , ‘ s flavor I like!” 
35 years ago—and I’ve never are - 
once failed to enjoy their “iid x ; MRS. KATHARINE B 
mild smoothness! ‘’ i COELSCH, The Dalles, 
‘ . Ore. ‘‘Camels were 


From the great Camel file ~ bis, Pe! 2%, Pe, my choice 35 years 
oS y ¢ : ago. They’re tops 


of unsolicited letters ; i 
‘from Camel smokers. for real mildness!’ 


R. J. Reynolds Tobacco Co,, Winston-Salem, N. 


For a discovery in pure smoking pleasure, make 
the famed 30-Day Camel Mildness Test! 


. 
Cuearty, there’s a special kind of = / i'm a Newcomer 
mildness in Camels, combined with un- / TO SMOKING ANO 
° 30 DAYS WITH 
matchable flavor, that agrees best with | camee’ FLavoreuL 
most smokers, year after year! 


¢ ] MILDNESS HAVE MADE 
If you’re missing something in your tal alates? é 
fr Milduss cigarette, consider Camel’s record: now 
more popular than ever! So make your 
own Camel mildness test. Thirty days 
ser Fl Flavor. or thirty years, you’ll be all for Camels! a Pe : 
Evelyn Terjesen, New York City, Secretary 


asus AGREE WITH MORE PEOPLE THAN ANY OTHER CIGARETTE 








